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HOUSING  AND  URBAN-RURAL  RECOVERY  ACT 

OF  1982 


WEDNESDAY,  BfARCH  24,  1982 

House  of  Rkprrskntatives,  ^ 

COMMnTBB  ON  BANKING,  FINANCE  AND  UeBAN  AfFAIBS, 
'  SUBOOMMTITEE  ON  HOUSING  AND  COBOfUNlTT  DeVELOPBIENT, 

_  Washington,  D.C 

The  subcommittee  met,  pursuant  to  notice,  at  9:38  a.m.,  in  room 
2128,  Raybum  House  Office  Buildiiig;  Hon.  Henry  B.  Gonzalez 
(chairman  (^  the  subcommittee)  presiding. 

Present:  Representatives  Gonzisdez,  St  Germain,  Schumer,  Hoyer, 
Stanton,  Wylie,  Bethune,  Cammn,  McCollum,  and  Lowery. 

Chairman  Gonzalez.  The  subcommittee  will  please  come  to 
order. 

We  recognize  Hon.  William  A.  Isaac,  Chairman  of  the  Federal 
Deposit  Insurance  Corporation  and  Hon.  Richard  T.  Pratt,  Chair- 
man of  the  Federal  Home  Loan  Bank  Board,  and  if  the  gentlemen 
will  please  take  their  chairs.  Mr.  Pratt  will  be  coming  in. 

So  that  we  do  not  compel  the  others  to  wait  unnecessarily,  if 
there  is  no  objection,  we  will  proceed  and  let  me  say  at  the  outeet 
that  this  is  a  continuation  of  the  hearings  on  two  bills.  Today's 
hearing  concentrates  on  the  distinguished  full  committee  chair- 
man, Mr.  St  Germain's,  bill.  We  must  remember  that  in  this  case 
we  are  using  the  joint  approach  on  the  Subcommittee  on  Housing 
and  Community  Development  as  well  as  the  chairman's  own  Sub* 
committee  on  Financial  Institutions  Supervision,  Regulation  and 
Insurance.  What  the  Chair  intends  to  do  is  that  as  soon  as  we  hear 
from  the  witnesses  I  will  turn  it  over  to  the  chairman  of  the  full 
committee  and  proceed  from  there. 

Thank  you  very  much.  Mr.  Pratt,  we  welcome  you  aboard.  If 
there  is  no  reason  why  we  should  not— that  is,  unless  Mr.  Pratt  has 
a  time  situation— it  was  our  intention  to  recognize  Mr.  William 
Isaac. 

Mr.  Pratt.  Mr.  Chairman,  I  have  an  11  a.m.  plane.  ' 

Chairman  Gonzalez.  Well,  then,  if  there  is  no  objection,  Mr. 
Isaac,  shall  we  recognize  Mr.  Pratt  first? 

Mr.  Isaac.  I  have  no  objection. 

Chairman  Gonzalez.  All  right,  there  is  no  objection  from  the 
panel.  Fine,  Mr.  Pratt,  you  may  proceed. 
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STATEMENT  OF  HON.  RICHARD  T.  PRATT,  CHAIRMAN,  FEDERAL 
HOME  LOAN  BANK  BOARD 

Mr.  Pratt.  Fine,  Mr.  Chairman.  Mr.  Chairman  and  members  of 
the  subcommittee,  thank  you  for  inviting  me  to  testify  concerning 
H.R.  5568,  the  Home  Mortgage  Capital  Stability  Act. 

To  save  time  I  will  summarize  my  written  testimony,  but  I  re- 
quest that  the  entire  written  statement  be  included  in  the  record. 

Chairman  Gonzalez.  Without  objection,  so  ordered. 

Mr.  Pratt.  Before  discussing  this  important  initiative,  however, 
and  outlining  an  alternative  plan  that  the  Bank  Board  is  develop- 
ing, I  would  like  to  sketch  the  current  and  projected  state  of  the 
savings  and  loan  industry  and  explain  why  thrift  restructuring 
should  be  a  high  priority  for  Congress. 

It  is  no  secret,  of  course,  that  the  thrift  industry  in  the  United 
States  is  in  a  severe  financial  crisis.  High  and  volatile  interest 
rates  are  literally  threatening  the  survival  of  this  industry,  which 
various  statutory  and  regulatory  constraints  have  left  ill  equipped 
to  withstand  the  extreme  pressures  it  has  been  experiencing. 

Savings  and  loans  in  1981  experienced  a  75-basis  point  negative 
return  on  assets  with  more  than  80  percent  of  all  FSUC-insured 
institutions  experiencing  losses.  The  industry  lost  almost  $5  billion 
and  saw  its  net  worth  eroded  by  about  15  percent.  Savings  and 
loans  in  1981  also  saw  record  net  deposit  oul^ows  of  $25.5  billion. 

As  you  know,  much  of  this  disturbing  savings  movement  from 
savings  and  loans  has  reflected  cross  intermediation.  For  example, 
despite  basic  equality  of  yields,  money  market  certificate  balances 
at  savings  and  loans  in  1981  actually  declined  by  1  percent,  while 
commercial  bank  money  market  certificate  deposits  increased  by 
21.8  percent. 

While  it  is  far  too  early  to  evaluate  the  recent  actions  Congress 
took  to  remedy  this  problem,  we  are  confident  that  your  passage  of 
the  full  faith  in  credit  resolution  will  provide  a  needed  psychologi- 
cal impact  on  depositor  confidence,  and  we  appreciate  this  action. 

Turning  to  1982,  the  outlook  is  not  encouraging.  IT  interest  rates 
in  1982  remain  where  they  are,  some  400  associations  will  exhaust 
their  capital  accounts.  If  these  rates  continue  through  1983  we  will 
see  another  500  institutions  in  this  condition.  If  we  posit  short-term 
rates  about  200  basis  points  lower,  then  some  1,051  associations 
with  assets  of  $234  billion  will  reach  net  worth  levels  of  2  percent 
or  less  in  1982  and  200  of  these  will  exhaust  their  capital. 

Should  such  rates  last  through  1983,  the  number  of  associations 
having  net  worth  of  2  percent  or  less  will  reach  1,829,  having  total 
assets  of  $450  billion,  with  300  of  these  associations  exhausting 
their  capital  accounts. 

An  earlier  recovery  of  the  industry  would  require  a  6-month 
Treasury  bill  rate  through  1983  and  beyond  of  approximately  9.5 
percent.  The  industry  would  still  be  in  a  weakened  condition.  At 
yearend  1982,  714  savings  and  loans  with  $138  billion  in  assets 
would  be  at  or  below  the  2-percent  net  worth  level.  This  category 
would  increase  to  881  associations,  representing  $194  billion  in 
assets  by  the  end  of  1983.  Savings  and  loans  exhausting  their  capi- 
tal over  the  2-year  period  would  number  about  200. 
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The  problems  of  the  industry  are  presenting  an  enormous  chal- 
lenge to  the  Bank  Board  which  I  believe  this  agency  has  met  well. 
We  are  particukurly  pleased  with  the  FSUC's  new  problem  case 
procedures,  which  have  stretched  our  resources  considerably. 

To  illustrate,  through  May  of  1981,  FSUC  resolved  problems 
with  assets  of  $1.5  billion.  The  estimated  present  value  cost  was 
$344  million  or  22  percent  of  assets.  By  contrast,  during  the  re- 
mainder of  1981  the  FSLIC  resolved  23  cases  having  assets  of  $12.3 
billion  at  an  estimated  present  value  cost  of  $633  m&lion  or  5.1  per- 
cent of  assets — one-fourth  of  the  historical  cost  asset  ratio. 

While  we  are  proud  of  our  accomplishments  to  date,  the  plain 
fact  is  that  all  we  have  really  done,  given  the  enormous  magnitude 
of  the  problem,  is  to  buv  a  quantity  of  time.  What  concerns  us  very 
greatly  is  that  we  put  the  time  FSLIC  is  buying  to  appropriate  use. 

Specifically,  we  believe  that  it  is  critical  that  Congress  launch 
without  delay  the  asset  side  and  other  restructuring  that  the  sav- 
ings and  loan  industry  needs  so  desperately.  Effective  structuring 
in  our  view  is  a  primary  cause  of  the  economic  vulnerability  of  the 
thrift  industry  and  effective  restructuring  along  the  Lines  of  what 
is  contained  in  H.R.  4724,  the  Thrift  Institutions  Restructuring  Act 
of  1981,  is  the  only  lasting  cure. 

The  asymmetrical  approach  to  deregulation  represented  by 
deregulating  thrifts'  liability  side  without  providing  them  with  any 
additional  asset  flexibility  is  inherently  unworkable.  If  the  thrifts 
must  pay  market  rates  to  compete  for  deposits,  as  mandated  by 
Public  Law  96-221,  then  logic  dictates  that  they  be  given  invest- 
ment flexibility  sufficient  to  generate  the  earnings  needed  to  pay 
those  rates. 

That  small  commercial  banks  which  resemble  thrifts  are  able  to 
rem€dn  profitable  in  the  current  environment  is  solely  traceable  to 
the  multiplicity  of  investment  and  deposit  options  open  to  the 
banking  industry. 

Turning  now  to  H.R.  5568,  that  bill  basically  would  create  a  $7.5 
billion  Treasury  revolving  fiind  that  could  be  used  to  provide  net 
worth  and  loss  coverage  assistance  to  institutions  in  order  to  bring 
them  to  and  support  tiiem  at  a  net  worth  level  equal  to  2  percent 
of  assets. 

Although  H.R.  5568  would  provide  cash  assistance,  we  under- 
stand that  Chairman  St  Germain  is  considering  modifying  the  bill 
to  use  a  paper-for-paper  approach  to  determine  assistance  to  be 
necessary.  We  feel  this  route,  which  we  incorporate  in  our  alterna- 
tive plan,  to  be  the  most  practical  one  given  budget  deficit  con- 
cerns. 

In  terms  of  how  to  administer  systems,  the  Bank  Board  alterna- 
tive in  H.R.  5568  differs  significantly.  H.R.  5568  would  essentially 
require  the  Bank  Board  to  keep  S.  &  L.'s  that  we  determine  to 
have  a  reasonable  prospect  for  long-run  viability  at  a  2-percent  net 
worth  level. 

The  problem  is  that  this  approach  undermines  the  incentive  for 
the  savings  and  loan  to  cut  costs  and  avoid  losses.  Indeed,  the  exist- 
ence of  such  a  safety  net  actually  could  stimulate  the  incurring  of 
losses  by  individual  associations,  although  the  limited  size  of  the 
revolving  fund  ultimately  would  make  such  behavior  self-defeating 
for  the  industry  as  a  whole. 
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Administering  the  H.R.  5568  program  to  prevent  this  behavior 
would  be  an  extremely  difficult  task,  requiring  us  to  oversee  from 
an  expense  standpoint  almost  every  aspect  of  an  institution's  oper- 
ations. 

As  an  alternative,  we  urge  you  to  consider  an  approach  whereby 
savings  and  loans  would  be  classified  by  net  worth  and,  depending 
upon  where  they  fall,  would  receive  an  infusion  of  net  worth  on  a 
paper-for-paper  basis.  Each  savings  and  loan  infusion  would  be 
based  on  the  average  loss  experience  for  associations  within  the  in- 
stitution's net  worth  range.  Savings  and  loans  with  lower  net 
worth  would  receive  a  greater  infusion  than  institutions  in  better 
condition. 

This  overall  approach  would  greatly  slow  the  descent  toward  zero 
net  worth  without  generating  potentially  dangerous  clustering  at 
the  2-percent  level.  Viable  savings  and  loans  would  have  the  time 
and  the  incentive  to  take  necessary  steps  to  reduce  losses  and  we 
have  seen  considerable  ability  by  associations  in  difficulty  to  cut 
costs. 

Hopeless  cases  would  still  be  winnowed  out  by  the  m€u*ketplace. 
The  use  of  m€u*ket  discipline  would  eliminate  the  need  for  the  ex- 
traordinary regulatory  controls  applied  in  H.R.  5568. 

To  prevent  assistance  from  going  to  clearly  terminal  cases,  how- 
ever, the  Bank  Board  would  prohibit  participation  or  require  a 
merger  resolution  from  participating  management  when  it  becomes 
evident  that  that  net  worth  will  be  exhausted  within  a  short 
period.  The  Bank  Board  can  undertake  such  a  program  at  the  pres- 
ent time  without  an  immediate  increase  in  our  line  of  credit  to  the 
Treasury. 

Of  course,  an  increase  would  enhance  our  capacity  for  adminis- 
tering such  a  plan  as  well  as  contribute  to  its  acceptance  by  the 
financi£d  community.  The  Bank  Bo€u*d  is  presently  examining  stat- 
utory changes  needed  to  facilitate  a  program  of  this  type  and  I  will 
transmit  these  needs  to  Congress. 

A  further  msgor  problem  with  H.R.  5568  is  the  requirement  that 
an  institution  receiving  assistance  devote  50  percent  of  its  net  new 
deposits  to  morteages  at  rates  1  percent  £u>ove  the  institution's 
average  cost  of  funds.  This  would  retard  the  ability  of  thrifts  to 
r^ain  profitability,  thus  lengthening  the  time  they  would  have  to 
refy  on  Federal  aid. 

U  help  for  homeowners  is  necessary,  we  urge  that  a  subsidy 
device  be  used  that  does  not  hinder  the  return  to  health  of  the 
housing  sector's  primary  traditional  source  of  credit.  With  respect 
to  aiding  housi^,  we  note  that  one  very  important  step  of  a  non- 
subsidy  nature  Congress  could  take  would  be  passage  of  HJR.  4787, 
the  Federal  Home  Loan  Mortgage  Corporation  recapitalization  bill. 

In  fact,  failure  to  pass  this  bill  probably  would  increase  the  price 
tag  for  any  Federal  assistance  to  housing.  We  are  particularly  con- 
cerned that,  without  passage  of  H.R.  478?  on  a  timely  basis,  the  $24 
billion  in  support  the  Federal  Home  Loan  Mortgage  Corporation  is 
providing  the  market  this  year  will  be  jeopardized. 

To  conclude,  Mr.  Chairman,  the  thnft  industry  is  underling  a 
severe  crisis.  IT  rates  improve  over  a  sis^iificant  period  of  tmie  we 
can  handle  our  responsibilities  with  available  resources.  If  they  do 
not  improve,  the  situation  could  require  additional  Federal  support. 
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We  believe  Chairman  St  Germain  has  provided  kn  invaluable 
service  by  opening  formal  discussions  on  this  issue  through  intro- 
duction of  H.R.  5568.  We  appreciate  the  leadership  shown  in  that 
regard. 

If  Congress  believes  it  would  be  appropriate  to  provide  this  Fed- 
eral support,  we  have  suggested  what  we  believe  is  an  easily  ad- 
ministrable,  costefTective  and  m€u*ket-related  approach  that  would 
buy  time  for  large  numbers  of  potentially  viable  savings  and  loans 
without  worsening  the  deficit. 

We  must  reemphasize,  however,  our  conviction  that  restructur- 
ing l^islation  should  be  enacted  without  delay.  It  offers  the  only 
real  route  to  thrift  survival. 

Mr.  Chairman,  this  concludes  my  remarks.  I  would  be  pleased  to 
answer  your  questions. 

[The  prepared  statement  of  Mr.  Pratt,  on  behalf  of  the  Federal 
Home  Lo€m  Bank  Board,  follows:] 
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STATEMENT  OF 

RICHARD  T.  PRATT,  CHAIRMAN 

OF  THE 

FEDERAL  HOME  LOAN  BANK  BOARD 

Mr.  Chairman,  Members  of  the  Subcooffliittee,  I  appreciate 
this  opportunity  to  appear  today  on  behalf  of  the  Federal  Home 
Loan  Bank  Board  to  testify  concerning  H.R.  5568,  the  Home  Mortgage 
Capital  Stability  Act.   This  important  and  timely  initiative 
would  provide  the  Bank  Board  with  access  to  up  to  $7.5  billion 
to  use  in  administering  a  program  of  net  worth  and  loss-coverage 
assistance  to  financially  troubled  savings  and  loan  associations. 
Reflecting  growing  Congressional  interest  in  programs  of  this  kind, 
the  Bank  Board  is  developing  its  own  assistance  plan  for  your 
consideration,  %^ich  we  believe  could  deliver  substantial  support 
without  necessarily  having  an  impact  on  the  federal  deficit. 

Before  providing  specific  comments  on  H.R.  5568  and  outlining 
our  own  plan,  however,  I  would  like  to  provide  you  with  some 
economic  data  on  the  current  and  projected  state  of  the  savings 
and  loan  industry.   Such  information,  of  course,  is  critical  to 
your  ability  to  evaluate  the  need  for  providing  federal  financial 
help.   I  also  would  like  to  describe  some  of  the  activities  of 
the  Federal  Savings  and  Loan  Insurance  Corporation,  and  indicate 
why  we  believe  thrift  industry  restructuring  should  be  a  high 
priority  for  Congress. 
1 •    Condition  of  the  Savings  and  Loan  Industry 

It  is  no  secret,  of  course,  that  the  thrift  industry  in  the 
United  States  is  undergoing  a  severe  financial  crisis.   Thrift 
institutions  are  suffering  a  level   of  financial  distress  they 
have  not  encountered  since  the  worst  days  of  the  Great  Depression. 
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The  high  and  volatile  interest  rates  that  have  been  created  by 
past  tolerance  of  inflation  are  literally  threatening  the  survival 
of  this  industry,  i^ich  various  statutory  and  regulatory  constraints 
over  the  years  have  left  ill-equipped,  at  best,  to  withstand  the 
extreme  pressures  it  has  been  experiencing. 
A.    Developments  in  1981 

For  savings  and  loan  associations,  the  proximate  result  of 
the  record  level  of  interest  rates  that  characterised  the  economy 
in  1981  was  a  large  and  expanding  negative  spread  between  those 
institutions*  cost  of  funds  and  their  gross  return  on  assets. 


GROSS  RETURN  ON  ASSETS  AND  COST  OF  FUNDS 
SAVINGS  AND  LOAN  ASSOCZATZONS 
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For  th«  last  six  months  of  1981,  we  estimate  that  S&Ls  experienced 
an  avaraga  cost  of  funds  (both  deposits  and  borrowings)  of  11.50 
percent,  compared  with  an  annual  rate  of  9.11  percent  in  the  first 
half  of  the  year.   Slow  replacement  of  old  mortgages,  on  the  other 
hand,  led  to  an  extremely  sluggish  increase  in  S&L  mortgage 
portfolio  yields,  %/hich  reached  approximately  10  percent  for  the 
last  half  of  1981.   This  translated  into  a  negative  .75  percent 
return  on  assets  for  the  S&L  industry  in  1981,  with  more  than  80 
percent  of  all  institutions  insured  by  the  FSLIC,  in  our  estimate, 
experiencing  losses. 


of8svlngi«idl 


Digitized  by 


Google 


1498 


The   industry  lost,    in  dollar  terras,    almost  $5  billion  —  a 
record  —  and  saw  its  collective  net  worth  eroded  by  about  15 
percent.      At  year  end,    industry  net  worth  stood  at  $27.6  billion, 
or  4.2  percent  of  total  association  assets. 


NET  WORTH  AS  A  PERCENT  OF  TOTAL  ASSETS 
SAVINGS  AND  LOAN  ASSOCIATIONS 
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The  figure  conceals,  of  course,  considerable  variation  in 
individual  conditions. 
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NET  UORTH  /  ASSETS  PERCENT 

Almost  10  percent  of  FSLIC-insured  institutions,  for  instance, 
had  net  worth  less  than  2  percent  of  assets  as  of  the  end  of  1981. 
In  all,  356  associations  with  $72  billion  in  assets  fell  into  this 
category. 

A  by-product  of  this  situation  was  a  great  increase  in 
consolidation  within  the  industry  as  associations  sought  to 
enchance  their  competitive  prospects.   FSLIC-approved  mergers 
totalled  294  in  1981,  more  than  doubling  the  1980  figure  of  139. 
About  25  percent  of  the  1981  transactions  were  supervisory  in 
nature,  and,  of  these,  23  involved  FSLIC  financial  assistance. 
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This  level  of  supervisory  activity  was  about  10  times  greater 
than  in  an  earlier  typical  year. 


ME318ERS  APPROVED 


N 
U 
M 
B 

E 
R 


250- 


ise- 


e-L 


o 


1077 


1078 


1070 


llllll^^ 


Volaauay 

Simwlaary  Wlttnit  AMlstanoa 
With  i 


YEAR 


1088 


1081 


Those  mergers  consummated  with  FSLIC  financial  help  in  1981  involved 
disappearing  institutions  with  total  assets  of  $11.7  billion,  as 
opposed  to  $1.4  billion  in  1980. 
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The  immediate  difficulties  connected  with  the  industry's  losses, 
unfortunately,  have  been  joined  by  the  related,  and  very  threatening 
problem  of  severely  impacted  savings  flows.   Net  deposit  outflows 
in  1981  totalled  $25.5  billion.   This  phenomenon  has  two  causes. 
First,  S&Ls  have  encountered  aggressive  and  successful  competition 
from  money  market  mutual  funds.   These  entities,  v^ich  are  regulated 
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to  a  much  lesser  degree  than  their  depository  institution  conpetitors, 
grew  by  almost  $110  billion  in  1981,    although  by  no  means  entirely 
at  the  expense  of  SCtLs. 
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Second,  we  believe  much  of  the  savings  movement  from  SCtLs  has 
reflected  %^at  amounts  to  cross-intermediation  stemming  from  public 
apprehension  over  the  state  of  the  thrift  industry.   The  evidence 
for  the  existence  of  this  situation  is  that,  for  account  categories 
i^ere  bank/thrift  interest  rates  are  the  same,  customers  are  shifting 
very  large  quantities  of  funds  from  SfcLs  to  commercial  banks. 
For  example,  money  market  certificate  balances  at  S&Ls  in  1981 
actually  declined  by  1  percent,  i4iile  commercial  bank  NNC  deposits 
increased  by  21.8  percent.  The  wide  publicity  given  the  troubles 
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of  the  iiKlustry  clearly  has  had  a  sufficiently  disquieting  effect 
on  great  numbers  of  savers  to  erode  their  faith  in  the  implicit 
assumption  that  the  Congress  always  would  provide  the  FSLIC  with 
enough  funds  to  safeguard  depositors.   While  it  is  far  too  early 
to  gauge  the  impact  of  the  recent  actions  Congress  took  to  remedy 
this  problem,  we  are  confident  that  your  passage  of  the  resolutions 
on  full  faith  and  credit  will  provide  a  needed  psychological 
iH^>act  on  depositor  confidence.   This  action  on  your  part  should 
help  us  a  very  great  deal  in  fulfilling  our  responsibilities. 

Inevitably,  the  magnitude  of  the  funds  outflo%#8  that  have 
occurred  have  greatly  reduced  the  ability  of  the  savings  and 
loan  industry  to  supply  homebuyers  and  homebuilders  with  credit. 
In  1981,  FSLIC-insured  institutions  closed  only  $52.1  billion  in 
mortgage  loans,  an  amount  27  percent  lower  than  the  1980  figure, 
and  representing  the  smallest  lending  volume  since  1974«  a  year 
in  which,  it  should  be  noted «  the  industry  financed  a  much  larger 
number  of  individual  loan  transactions  than  in  1981  because  of 
the  lower  prices  of  homes.   The  past  year  also  saw  a  continued 
decline  in  the  percentage  of  net  new  mortgage  debt  acquired  by 
S&Ls,  the  SfcL  share  dropping  to  26  percent  for  the  first  three 
quarters  of  1981.   This  compares  with  a  30  percent  share  in  1980« 
and  a  50  percent  share  during  most  of  the  1970s.   Perhaps  aost 
telling,  in  the  third  quarter  of  1981,  the  most  recent  quarter  for 
%#hich  we  have  complete  information,  SfcLs  were  responsible  for  only 
8  percent  of  the  total  gro%irth  in  home  sortgsge  debt. 
B.    Prospects  for  1982  and  1983 

Turning  to  1982 «  the  outlook  is  not  encouraging.   Prospects, 
of  course,  hinge  almost  entirely  on  the  bahavior  of  interest  rates. 
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If  interest  rates  in  1982  remain  about  where  they  are — and  without 
factoring  in  industry  restructuring  or  possible  DIDC  actions  —  some 
400  associations  will  exhaust  their  capital  accounts.   Continuation 
of  these  rates  through  1983  would  result  in  another  500  institutions 
in  this  condition.   If  we  posit  a  more  optimistic  scenario  involving 
short-term  interest  rates  about  200  basis  points  lower,  we  calculate 
that  some  1,051  associations,  with  assets  of  $234  billion,  will 
reach  net  worth  levels  of  2  percent  or  less  in  1982,  and  that  200 
of  these  will  run  out  of  capital.   Should  this  rate  level  persist 
through  1983,  the  number  of  associations  having  net  worth  of  2  per- 
cent or  less  will  reach  1,829,  having  total  assets  of  $450  billion; 
300  of  these  institutions  will  exhaust  their  capital. 

To  generate  an  early  recovery  of  the  industry  would  require  a 
6-roonth  T-bill  rate  through  1983  and  beyond  of  9.5  percent.   Even 
an  11.5  percent  rate  would  leave  the  industry  suffering  negative 
earnings. 
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Were  we  to  attain  and  maintain  a  9.5  percent  rate,  however,  the 
industry  still  would  be  in  a  very  weak  net  worth  position.   At 
year  end  1982,  we  could  expect  714  S&Ls,  with  $138  billion  in 
assets,  to  be  at  or  below  the  2  percent  net  worth  level.   We 
project  this  category  would  increase  to  881  associations,  repre- 
senting $194  billion  in  assets,  by  the  end  of  1983.   Institutions 
exhausting  their  capital  over  the  2-year  period  would  number 
about  200. 
2.    FSLIC  Activities 

The  problems  of  the  industry  are  presenting  an  enormous 
challenge  to  the  Bank  Board,  which  I  believe  we  have  met  well, 
thanks  to  the  creativity,  hard  work  and  long  hours  of  our  staff. 
We  are  particularly  pleased  with  the  new  procedures  the  FSLIC 
has  instituted  for  administering  problem  cases,  which  include 
use  of  a  wider  range  of  merger  partners  and  employment  of  a 
broader  spectrum  of  default  prevention  actions.   As  a  consequence 
of  these  new  approaches,  we  have  been  able  to  stretch  considerably 
the  financial  and  human  resources  available  to  the  FSLIC.   To 
illustrate,  in  the  first  5  months  of  1981,  the  FSLIC  resolved 
problems  with  assets  of  $1.5  billion.   The  estimated  present 
value  cost  was  $344  million,  or  22  percent  of  assets,  a  typical 
cost-asset  ratio  for  default  prevention  cases  over  the  last 
several  years.   By  contrast,  during  the  remainder  of  1981,  the 
FSLIC  resolved  23  cases,  having  assets  of  $12.3  billion,  at  an 
estimated  present  value  cost  of  $633  million  or  5.1  percent 
of  assets  —  one  fourth  of  the  historical  cost-asset  ratio 
for  resolving  problem  cases.   Likewise,  1981  saw  a  decrease 
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in  the  total  present  value  cost  of  PSLIC  assistance  as  a  percentage 
of  the  cost  of  liquidation. 


Total  Present  Value  Cost  of 

FSLIC  Assistance  as  a  Percentage 
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This  decrease  occurred  in  part  because  the  FSLIC  began  to  structure 
merger  agreements  to  have  assistance  payable  over  time.   Accordingly, 
cash  outlays  in  the  last  7  months  of  1981  totalled  less  than  0.5 
percent  of  assets,  compared  to  61  percent  of  assets  in  the  first 
five  months  of  1981. 

Notwithstanding  these  measures,  the  FSLIC  entered  1982  with 
somewhat  smaller  uncommitted  reserves  than  it  held  at  the  end  of 
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1980.   Contributing  significantly  to  this  shrinkage  was  our 
decision  to  establish  contingency  reserves  to  cover  losses  that 
we  anticipate  will  be  incurred  over  the  life  of  assisted  mergers 
in  force  through  the  end  of  1981. 

While  we  are  proud  of  our  accomplishments  to  date,  the  plain 
fact  is  that  all  we  really  have  done,  given  the  enormous  magnitude 
of  the  problem,  is  to  buy  a  quantity  of  time.   In  essence,  by 
using  mergers  as  a  supervisory  tool  when  a  problem  cannot  be 
resolved  by  cost-cutting  or  securing  outside  capital,  we  are  seeking 
to  spread  as  much  of  the  industry's  own  net  worth  as  possible  over 
the  industry's  trouble  spots  as  a  means  of  conserving  the  FSLIC's 
insurance  fund.   As  many  have  suggested,  there  is  a  natural  limit 
to  the  usefulness  of  the  merger  device.   Although  I  do  not  believe 
that  limit  is  near,  we  have  already  encountered  situations  where 
a  suitable  merger  could  not  be  aranged  at  a  reasonable  cost — thus 
necessitating  the  provision  of  FSLIC  net  worth  support  until  a 
more  cost-effective  resolution  of  the  problem,  such  as  a  merger, 
can  be  achieved.   If  interest  rate  developments  are  favorable,  we 
believe  this  combination  of  techniques  will  enable  us  to  deal 
successfully  with  the  severe  problems  generated  by  this  phase  of 
the  business  cycle. 
3.    Need  for  Restructuring 

What  concerns  us  very  greatly  is  that  we  put  the  time  the 
FSLIC  is  buying  to  appropriate  use.   Specifically,  we  believe 
that  it  is  critical  that  Congress  launch  without  delay  the  asset- 
side  and  other  restructuring  that  the  S&L  industry  needs  so 
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desperately.   Defective  structuring.  In  our  view,  is  a  primary 
cause  of  the  present  economic  vulnerability  of  the  thrift  Industry, 
and  effective  restructuring,  along  the  lines  of  what  is  contained 
in  H.R.  4724,  the  Thrift  Institutions  Restructuring  Act  of  1981, 
is  the  only  lasting  cure.   The  assymetrical  approach  to  deregu- 
lation represented  by  deregulating  thrifts*  liability  side  without 
providing  them  with  any  additional  asset  flexibility  is  in- 
herently unworkable.   If  thrifts  are  to  be  required  to  pay  market 
rates  in  order  to  compete  for  deposits,  as  is  mandated  by  Public 
Law  96-221,  then  logic  dictates  that  they  be  given  investment 
flexibility  sufficient  to  generate  the  earnings  needed  to  pay 
those  rates.   That  small  commercial  banks,  in  stark  contrast  to 
thrifts,  nirhich  they  often  strongly  resemble,  are  able  to  remain 
profitable  in  this  volatile  interest  rate  environment  is  solely 
traceable  to  the  multiplicity  of  investment  options  open  to  the 
banking  industry,  and  the  access  of  banks  to  interest-free  demand 
deposits.   Use  of  even  a  relatively  modest  increment  of  commerical 
lending  authority  could  provide  a  significant  buffer  against 
adverse  changes  in  the  economy. 

Objections  to  our  powers  proposal  generally  are  couched  in 
terms  of  its  supposedly  adverse  impact  on  housing,  or  rest  on 
the  assertion  that  restructuring  is  a  long-run  problem  that  can 
wait  for  a  solution.   Regarding  housing,  we  do  not  believe 
providing  commercial  lending  authority  to  S&Ls  will  signal  any 
significant  abandonment  of  home-finance.   Housing  is  the  field 
S&Ls  know  best,  and  it  is  highly  unlikely  they  would  forsake 
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en  Masse  their  area  of  greatest  expertise  for  the  untried 
pleasures  of  coaMercial  lending.   To  the  contrary,  we  believe 
they  %#ouId  eaploy  cons^rcial  lending  essentially  as  a  vehicle  to 
■laintain  their  ability  to  continue  as  housing  lenders.   The 
tendency  to  stay  in  housing  would  be  reinforced  by  the  existence 
of  truly  rate-sensitive  mortgage  instruments  and  the  continued 
existence  of  the  favorable  bad  debt  deduction  contained  in  section 
593  of  the  Internal  Revenue  Code. 

With  regard  to  the  assertion  that  restructuring  is  a  post- 
ponable  "long-term"  problem,  %#e  do  not  think  that  the  current 
crisis  can  be  dealt  with  in  any  meaningful  way  without  restruc- 
turing.  Thrifts'  problems  are  largely  a  result  of  the  fact  that 
they  have  been  constrained  by  law  and  regulation  to  operate  in  a 
manner  inconsistent  with  the  logic  of  the  marketplace.   No  lasting 
recovery  from  their  present  problems  can  occur  without  those 
constraints  being  lifted.   That  it  would  take  some  time  for  the 
thrift  industry  to  learn  to  use  new  powers  effectively  only 
argues  more  strongly  for  their  speedy  authorisation.   As  a  col- 
lateral matter,  by  enhancing  the  value  of  thrift  charters,  new 
empowerments  would  attract  more  investment  dollars  to  thrifts, 
thus  helping  stem  the  erosion  of  net  worth  that  is  among  the 
industry's  greatest  current  problems. 
4.    Comments  on  H.R.  5568  and  Alternative  Plans 

Before  turning  to  the  specific  proposal,  H.R.  5568,  on  which 
you  have  requested  our  comments,  I  would  like  to  make  some  general 
observations  about  efforts  of  this  kind.   To  begin  with,  I  am 
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philosophically  uncomfortable  with  the  notion  of  government  inter- 
vention to  prevent  corporate  failures.   It  seems  generally  true 
that  a  free  enterprise  system,  to  function  efficiently,  must 
allow  unprofitable  institutions  to  fail.   Nevertheless,  it* 
also  seems  true  that  there  are  instances  %dien  intervention  is 
appropriate  to  achieve  some  transcendent  national  objective. 
Preservation  of  vital  defense  industries  is  one  example. 
Maintenance  of  a  stable  banking  system  is  another.   Given  the 
magnitude  of  the  thrift  problem,  and  its  implications  for  the 
economy  in  general,  it  would  appear  that  an  enhanced  federal 
presence  in  some  form  may  be  a  prudent  step  within  the  next 
eighteen  months.   Should  federal  intervention  occur,  it  should 
be  structured  in  such  a  way  that  it  is  market-disciplined, 
efficient  to  administer,  and  Darwinian  in  impact,  allowing  the 
weakest  menJbers  of  the  industry  to  go  out  of  existence,  %#hile 
preserving  the  stronger  institutions. 

H.R.  5568,  basically  would  allow  the  Bank  Board  to  share 
access  to  a  $7.5  billion  Treasury  revolving  fund.   Ttie  fund 
%#ould  be  used  to  provide  net-worth  and  loss -coverage  assistance 
to  institutions  in  order  to  bring  them  to,  and  support  then  at, 
a  net  worth  level  equal  to  2  percent  of  assets.   Although  H.R. 
5568  would  make  this  assistance  available  in  the  form  of  cash, 
we  understand  that  Chairman  St  Germain  is  considering  modifying 
the  bill  to  use  a  paper- for-paper  approach.   This  of  course, 
would  have  the  desirable  effect  of  avoiding  any  significant, 
immediate  adverse  impact  on  the  budget  deficit,  and  could,  with 
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help  from  interest  rates «  result  in  eliminating  any  important 
impact  whatsoever.   The  alternative  being  developed  by  the  Bank 
Board  also  would  involve  exchanges  of  paper,  as  would  a  portion 
of  the  progreun  advanced  by  the  United  States  League  of  Savings 
Associations  and  the  National  Association  of  Mutual  Savings 
Banks.   If  you  determine  assistance  to  be  necessary,  we  feel 
this  general  approach,  %^ich  can  be  supported  to  a  varying  extent 
depending  on  the  size  of  our  line  of  credit  with  the  Treasury, 
would  provide  the  most  practical  way  to  build  a  bridge  to  better 
times,  given  overriding  budget  deficit  concerns. 

In  terms  of  how  assistance  would  be  administered,  the  Bank 
Board  proposal  and  H.R.  5568  differ  significantly.   H.R.  5568 
basically  would  require  the  Bank  Board  to  keep  S&L^  that  we 
determined  to  have  reasonable  prospects  for  long  run  viability 
at  a  2  percent  net  %iK>rth  level  for  two  years «  and  to  maintain 
such  support  for  up  to  three  years  thereafter  if  we  concluded 
that  continuing  losses  were  caused  by  general  market  conditions 
and  not  by  the  institution's  own  actions. 

The  basic  problem  with  such  an  approach  is  that  it  eliminates 
any  incentive  for  an  institution  to  cut  costs  and  avoid  losses. 
Indeed,  the  existence  of  a  safety  net  of  this  kind  could  have 
the  perverse  effect  of  actually  stimulating  the  incurring  of 
losses  by  individual  associations,  even  though  the  sise  and 
finite  nature  of  the  fund  from  %diich  the  subsidy  would  be  draim 
ultimately  would  make  such  behavior  self-defeating  for  the  industry 
as  a  whole.   While  we  assuae  that  part  of  the  responsibility 
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associated  with  administering  such  a  program  would  be  to  guard 
against  behavior  of  this  kind,  such  a  task  would  be  extremely 
difficult  and  time-consuming,  requiring  us  to  oversee  from  an 
expense  standpoint  almost  every  aspect  of  an  institution's  opera- 
tions. 

Another  difficult  challenge  would  be  presented  by  the 
stipulation  in  the  bill  that  eligibility  for  assistance  would  turn 
on  the  Bank  Board's  determination  that  an  institution  has  reasonable 
prospects  for  long-run  viability,  h   good  faith  effort  to  implement 
such  a  standard  would  be  extremely  difficult.   Also,  unless 
judicial  review  of  our  determination  were  rigidly  circumscribed 
or  eliminated,  we  inevitably  would  be  sued  by  every  disappointed 
applicant,  which  would  tax  the  resources  of  our  legal  staff 
enormously. 

Furthermore,  the  bill  contains  the  potential  for  confronting 
us,  upon  the  exhaustion  of  available  funds,  with  very  large  numbers 
of  institutions  at  the  2  percent  net  worth  level.   Assuming  con- 
ditions have  not  significantly  improved,  a  large  number  of 
institutions  with  low  net  worth  would  rapidly  move  together 
toward  insolvency.   Coping  with  such  a  simultaneous  descent  to 
zero  net  worth  could  well  be  beyond  the  resources  of  the  FSLIC. 

As  an  alternative,  we  urge  consideration  of  an  approach 
whereby  institutions  would  be  divided  into  classes  based  on  their 
net  worth  position,  and,  depending  upon  lAiere  they  fall,  would 
receive  an  infusion  of  net  worth  on  a  paper- for-paper  basis. 
The  amount  of  infusion  would  be  determined  by  the  average  loss 
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experience  for  institutions  within  the  institution's  net  worth 
range.   Institutions  at  the  lower  end  of  the  net  worth  spectrum 
would  receive  a  greater  infusion  than  institutions  in  better 
condition.   This  would  greatly  slow  the  descent  of  institutions 
toward  zero  net  worth  and  failure,  especially  those  having  the 
roost  difficulty,  without  generating  potentially  dangerous 
clustering.   Viable  institutions  would  have  the  time  and  the 
incentives  to  take  whatever  actions  were  necessary  to  reduce 
losses — and  we  have  observed  capacity  by  associations  in 
difficulty  to  cut  costs.   Hopeless  cases,  on  the  other  hand, 
still  would  be  winnowed  out  by  the  marketplace.   The  use  of 
market  discipline,  in  our  view,  would  eliminate  the  need  for 
the  extraordinary  regulatory  controls  implied  in  H.R.  5568. 

The  mechanics  of  the  paper- for-paper  approach  we  are 
advocating  would  be  simple.   In  exchange  for  an  interest-bearing 
promissory  note,  an  association  would  provide  the  FSLXC  with  an 
income  capital  certificate.   This  would  provide  the  association 
with  a  net  worth  boost,  and  some  cash  income.   Ultimately,  the 
FSLIC  would  redeem  the  ICC  through  payments  from  the  association's 
net  income,  unless,  of  course,  the  association  never  returned 
to  profitability  and  failed. 

As  an  example  of  the  kind  of  alternative  we  are  suggesting, 
institutions  having  net  worth  greater  than  2  percent  of  assets 
but  less  than  or  equal  to  3  percent  would  receive  net  worth 
assistance  sufficient  to  cover  30  percent  of  the  average  losses 
of  institutions  of  similar  size  within  their  net  worth  peer 
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group.   Institutions  with  net  worth  less  than  or  equal  to  2 
percent  but  greater  than  1  percent  would  be  given  40  percent 
average  loss  coverage,  while  those  having  net  worth  in  excess  of 
zero  but  less  than  or  equal  to  1  percent  would  receive  assistance 
equal  to  50  percent  of  the  average  losses  of  similarly  sized 
associations  within  that  net  worth  range.   To  prevent  distortions 
from  arising  from  an  average-loss  approach,  we  suggest  that 
assistance  be  subject  to  an  absolute  limit  of  100  percent  of  the 
recipient  association's  actual  losses. 

Because  experience  may  show  this  particular  approach  to 
be  less  than  optimum,  the  Bank  Board  should  retain  complete 
flexibility  to  alter  the  relevant  parameters.   Moreover,  to 
ensure  that  the  program  does  not  result  in  providing  assistance 
to  institutions  in  clearly  hopeless  condition,  the  Bank  Board 
would  prohibit  participation  or  require  a  merger  resolution  from 
participating  management  when  it  becomes  evident  that  net  worth 
will  be  exhausted  within  a  short  period.   As  an  additional  matter, 
the  Bank  Board  should  not  provide  assistance  to  associations  if 
it  determines  that  ultimately  it  would  be  cheaper  to  liquidate 
or  otherwise  deal  with  the  association. 

The  Bank  Board  could  initiate  such  a  program  without  an 
increase  in  our  line  of  credit  to  the  Treasury,  although  a 
subsequent  increase  might  be  required.   Any  increase  in  the  Bank 
Board's  line  of  credit  to  the  Treasury  would  increase  our  capacity 
for  administering  such  a  plan,  as  well  as  contribute  to  its 
acceptance  by  the  financial  community.   CXir  ability  to  infuse 
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net  worth  in  the  manner  I  have  outlined  is  very  dependent  on  the 
size  of  our  resources  and  the  extent  of  our  commitments.   Acceptance 
would  also  hinge  greatly  on  the  clear  availability  of  the  line 
of  credit  to  fund  these  obligations  should  that  become  necessary. 
The  Bank  Board  is  presently  examining  needed  statutory  changes  to 
facilitate  a  program  of  the  type  described,  and  we  will  transmit 
these  needs  to  Congress. 

Another  significant  difference  between  H.R.  5568  and  the  Bank 
Board's  proposal  is  with  respect  to  a  housing  link.   H.R.  5568 
essentially  would  require  an  institution  receiving  assistance  to 
devote  50  percent  of  its  net  new  deposits  to  1-  to  4-family 
mortgages  at  rates  one  percent  above  the  institution's  average 
cost  of  funds.   We  would  not  favor  such  a  requirement.   While  it 
would  have  no  real  impact  at  present,  given  current  thrift  savings 
flow  experience,  once  this  situation  improved,  it  would  act  as  a 
drag  on  the  ability  of  thrifts  to  regain  profitability,  thus 
increasing  the  length  of  time  they  would  be  required  to  rely 
on  federal  assistance.   If  assistance  for  homebuyers  is  regarded 
by  the  Congress  as  desirable,  we  suggest  that  a  more  direct 
subsidy  device  be  employed,  and  one  that  does  not  have  the  negative 
feature  of  hindering  the  return  to  health  of  the  housing  sector's 
primary  traditional  source  of  credit. 

As  a  final  matter,  I  note  that  an  important  similarity  between 
H.R.  5568  and  our  proposal  is  that  assistance  would  be  provided 
to  the  S&L  industry  through  the  Bank  Board.   This  would  continue 
to  assure  a  coordinated,  cost-effective  approach  to  the  industry's 
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problems.   Regulation  of  the  S&L  industry  always  has  profited 
by  the  fact  that  all  federal  regulatory  responsibilities  for 
savings  and  loan  associations  are  under  one  roof.   The  proposed 
Community  Depository  Conservation  Corporation  would  break  that 
pattern «  imposing  a  cumbersome  and  confusing  system  of  dual 
regulation  at  the  federal  level . 
5.    Conclusion 

To  conclude,  Mr.  Chairman,  the  thrift  industry  is  undergoing 
a  severe  crisis.   If  rates  improve  over  a  significant  period  of 
time,  we  can  handle  our  responsibilities  with  available  resources. 
If  they  do  not  improve,  the  situation  could  require  additional 
federal  support.   We  believe  Chairman  St  Germain  has  provided  an 
invaluable  service  by  opening  formal  discussion  on  this  issue 
through  introduction  of  H.R.  5568.   If  Congress  believes  it 
would  be  proper  and  prudent  to  supply  this  federal  support  now 
or  in  the  future,  we  have  suggested  what  we  believe  is  an  easily 
administrable,  cost-effective,  and  market-disciplined  approach 
that  could  avoid  aggravating  budget  deficit  problems,  while 
buying  time  for  large  numbers  of  potentially  viable  thrift 
institutions.   We  must  reemphasize,  however,  our  conviction  that 
restructuring  legislation  should  be  enacted  without  delay.   It 
offers  the  only  real  route  to  thrift  survival. 

Mr.  Chairman,  this  concludes  my  remarks.   I  would  be  pleased 
to  answer  your  questions. 

Note:   In  accordance  with  12  U.S.C.  §  250,  this  statement  has  not 
been  reviewed  outside  the  Federal  Home  Loan  Bank  Board  and  does 
not  necessarily  reflect  the  views  of  the  President. 
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Chairman  Gonzalez.  In  view  of  the  fact  that  you  have  this  time 
constraint  we  will  go  into  the  question  period  and,  as  I  said  earlier, 
it  is  my  intention  to  turn  it  over  to  Chairman  St  Grermain,  except 
that  maybe  the  fastest  way  is  to  go  on  ahead  and  ask  one  question 
at  this  time  and  ask  unanimous  consent  that  I  may  be  permitted  to 
submit  about  three  additional  questions  in  writing  for  you  to 
answer  in  the  transcript. 

Let  me  say  that  as  I  think  the  last  appearance  of  yours  and  the 
last  action  we  took  last  year,  almost  on  an  emergency  basis,  clearly 
indicated  my  feeling.  Frankly  speaking,  I  do  not  think  there  is  any 
mystery  to  the  fact  that  bookkeeping  gimmickry  is  what  the  Bank 
Board  has  been  doing  up  until  now. 

Plus,  efforts  like  the  one  announced  day  before  yesterday,  I  be- 
lieve, on  this  new  certificate  and  the  like,  in  which  a  policy  that  I 
think  is  contrary  to  the  traditional  role  of  locally  controlled  sav- 
ings and  loans  is  being  destroyed  by  these  mergers  arranged  by  the 
FSUC. 

And  while  this  might  be  appropriate,  my  concern  is  actually  for 
the  traditional  role  of  the  institutions  and  as  they  impact  the  fun- 
damental question  of  housing  and  the  line  of  credit  for  housing  and 
the  future  of  this  role.  At  this  point  S.  &  L.'s  are  compelled  to  come 
in  and  must  act  like  banks  because  they  have  got  to  compete  for 
funds  and  they  cannot,  there  is  no  way  that  I  know  that  they  can 
do  so. 

So  I  think  we  ought  to  be  blimt.  How  in  the  world  can  anything 
be  done  at  this  point  short  of  having  to  have  what  the  inccmtations 
require  that  you  be  against,  and  that  is  some  direct  help  in  order 
to  pick  up  the  low  yielding  paper  that  these  institutions  are  loaded 
down  with? 

This  whole  thing  is  on  the  verge  of  collapse  not  only  on  this  level 
but  on  the  more  important  level  of  the  secondary  mortgage 
market,  where  these  institutions  have  billions  and  billions  and  bil- 
lions of  dollars  at  stake,  and  not  only  S.  &  L.'s  but  banks,  believe  it 
or  not. 

So  my  question  is  simply  this:  How  in  the  world,  without  kidding 
ourselves,  can  we  really  face  this  issue  without  resolving  the  funda- 
mental question  of  how  c£m  we  take  up  this  paper  that  these  insti- 
tutions have  at  6,  7,  8  percent  when  they  are  having  to  pay  out  15 
percent  and  the  like? 

In  my  opinion,  this  is  where  we  should  have  started.  How  can  we 
find  a  mechanism?  Now  I  do  not  know  how  to  do  it  unless  we  take 
the  President's  pedestal  away  and  have  to  resort  to  this  ai¥ftil 
thing  known  as  Uncle  Sam  bailout.  But  I  do  not  see  any  other  way, 
do  you? 

Mr.  Pratt.  I  think  that  the  issue  you  have  posed  is  a  very  funda- 
mental one.  I  believe  it  recdly  depends  on  whether  or  not  Congress 
believes  interest  rates  can  be  brought  down.  We  are  clearly  follow- 
ing a  strategy  which  buys  time.  We  have  no  choice.  We  have  limit- 
ed resources,  and  we  ccmnot  solve  the  problem  of  the  low-yielding 
portfolio. 

Congress  obviously  can  address  that  issue,  but  the  fimds  involved 
are  immense  at  a  very  basic  level.  We  have  been  stewarding  the 
resources  we  have,  and  we  have  been  buying  time  and  we  have 
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been  following  a  course  of  action  which  will  not  increase  the  ulti- 
mate cost  to  tilie  Federal  Government. 

In  that  sense  I  think  it  may  be  a  very  appropriate  strategy  be- 
cause all  of  us — the  Congress,  the  administration,  each  of  us — are 
working  toward  getting  interest  rates  down.  If  interest  rates  come 
down,  this  tab  will  not  have  to  be  picked  up.  So  Congress  really  has 
the  issue  of  deciding  whether  we  should  work  for  a  period  of  time 
toward  a  time  when  interest  rates  are  lower  or  if  we  should  go 
ahead  and  write  the  check  now  and  get  on  with  it. 

I  think  that  is  a  basic  question  that  you  have  to  answer. 

Chairman  Gonzalez.  Well,  sir,  we  have.  We  have  attempted,  and 
this  idea  of  waiting  for  interest  rates  to  fall  when  it  is  clearly  indic- 
ative of  the  lack  of  will  on  the  part  of  those  that  control  the  factors 
that  lead  to  that.  They  are  not  about  to  unless  the  Congress  does 
wake  up  and  fincdly  do  something,  but  it  is  not,  and  interest  rates 
are  not  likely  to  go  down. 

I  think  the  important  difference  is  that  what  I  am  speaking  of— 
these  low-yielding  mortgages — I  am  not  talking  about  something 
that  is  a  loss.  Those  are  very  valuable  assets  and  I  think  that  if  we 
look  upon  it  from  that  standpoint  these  are  solid  assets  that  are 
assets  of  wealth  to  the  coimtry. 

They  have  to  do  with  very  fundamental  positions  and  I  see  no 
reason  why  we  do  not  work  a  scheme  of  HOLC  in  reverse.  Why 
wait?  Why  not  try  to  keep  homeownership,  the  bulk  of  it  in  this 
Nation  instead  of  waiting  until  there  is  a  catastrophe  and  it  goes 
under?  I  do  not  understand  why  this  interpretation  of  the  low- 
yielding  mortgage  assets  are  considered  such  a  detrimental  and 
bad  thmg  that  they  cannot  be  used  as  a  base  for  working  out  a 
method  of  saving  what  we  have  now  in  homeownership. 

Mr.  Pratt.  Well,  the  low-yielding  mortgages,  while  being  certain 
to  pay  off,  do  have  a  very  substantially  reduced  vcdue  and  while  it 
is  a  different  problem  than  defaults,  it  is  just  as  real  in  terms  of 
the  loss  of  value. 

An  8-percent  mortgage  today  is  worth  about  62  cents  on  the 
dollar.  U  you  had  a  10-room  house,  it  is  like  3.8  rooms  burning 
down.  Even  though  the  physical  value  is  clearly  there,  it  is  there 
for  the  homeowner,  but  it  is  clearly  not  there  for  the  institution. 
The  institution  only  has  a  right  to  receive  payments.  Those  pay- 
ments have  shrunk  in  value  by  38  percent. 

Chairman  Gonzalez.  True,  but  if  the  prognostications  of  the 
President  and  the  administration  with  respect  to  the  program  are 
true,  then  the  mechanism  we  could  use  now  through  the  secondary 
mortgage  market  could  work  out  and  there  would  be  no  loss.  You 
would  have  what  we  had  with  HOLC  and  that  is  a  net  gain  to  the 
Government. 

Mr.  Pratt.  We  have  supported  this  kind  of  program  through  sev- 
ered instances.  One,  we  have  pushed  the  Federal  Home  Loan  Mort- 
gage Corporation  as  aggressively  as  possible  to  continue  to  support 
the  secondary  market. 

Second,  we  have  instituted  an  instrument  which  we  believe  does 
precisely  what  you  are  talking  about,  and  that  savings  and  loan  as- 
sociations have  used  fairly  aggressively,  called  a  consumer  repur- 
chase agreement,  which  allows  them  to  pledge  their  securities,  in- 
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eluding  mortgages  which  have  been  turned  into  FHLMC  PCs  to 
obtain  money  in  the  market.  This  has  been  extremely  helpful. 

So  we  share  that  opinion,  if  I  imderstand  your  direction  correct- 
ly. 

Chairman  Gonzalez.  Well,  my  time  has  expired.  In  fact,  I  over- 
ran. 

Mr.  Stanton. 

Mr.  Stanton.  Thank  you  very  much,  Mr.  Chairman.  Gentlemen, 
welcome. 

The  chairman  has  stated  that  this  is  the  second  day  of  3  days  of 
hearings  we  are  having  specifically  on  the  chairman's  bill,  H.R. 
6568.  Let  me  for  the  minority  stress  how  we  look  at  H.R.  5568.  We 
compliment  the  chairman  for  the  introduction  of  this  legislation 
with  the  idea  in  mind— and  we  ha4  discussed  this— that  he  is  not,  I 
am  sure,  looking  for  every  "t"  to  be  crossed  and  every  "i"  to  be 
dotted.  But  he  was  in  the  forefront  of  bringing  the  subject  to  a 
head. 

We  will  in  the  legislative  process,  if  he  is  agreeable,  be  flexible. 
We  compliment  him  in  bringing  his  bill  out  for  discussion  purposes. 
At  the  same  time  we  thank  you  both  for  your  contributions.  You 
will  probably  play  as  important  a  part  in  this  as  anyone  else  in 
helping  Congress  finally  formulate  its  policy  on  this  nugor  prob- 
lem. 

I  wondered  if  you  would  comment,  Mr.  Chairman.  I  sense  you 
know  that  we  are  looking  at  the  immediate  problem.  Part  of  the 
immediate  problem  of  the  thrifts,  of  course,  is  an  emergency  prob- 
lem, and  part  of  it  is  a  long-term  problem. 

This  legislation  is  involved  with  both.  I  sense  that  there  are  prob- 
lems, which  are  legitimate  ones,  I  think,  with  any  legislation  which 
you  may  not  be  able  to  enact  in  time  for  it  to  have  the  desired 
effect  by  the  time  Congress  passes  a  bill,  with  White  House  backing 
questionable,  it  may  be  next  year  almost  before  some  parts  of  this 
legislation  can  be  implemented. 

You  call  something  an  emergency  to  cmswer  the  problems  of  the 
spring  and  simmier.  But  I  do  sense  that  some  of  what  you  want  to 
see  in  additional  powers  for  these  institutions  might  be  combined 
in  this  legislation  with  some  of  the  emergency  steps  that  we  have 
to  take  to  help  the  same  institutions.  That  is  my  first  dbservation. 

You  spoke  about  high  interest  rates  and,  of  course,  my  little 
bankers  are  well  aware  of  the  actions  taken  on  Monday  by  the 
DIDC.  Where  you  have  congressionally  mandated  by  the  committee 
artificially  higher  interest  rates  for  one  segment  of  the  industries 
over  others,  as  a  result  of  the  quarter-percent  differential^  do  you 
not  think  that  if  we  could  phase  in  the  additional  powers  that 
these  institutions  want  that  the  quarter-percent  differential  would 
any  longer  be  a  necessity  for  these  institutions? 

The  fact  is,  do  you  not  think  it  would  be  unfair  if  we  gave  addi- 
tional powers  and  then  still  kept  the  differential  years  down  the 
road? 

Mr.  Pratt.  Yes,  sir.  I  think  that  is  a  tradeofiT  which  is  certainly 
appropriate  over  time.  When  you  look  at  this  basic  issue,  the  way 
the  two  sets  of  institutions  are  structured  ric^ht  now  you  have  to 
ask  the  question,  "What  can  a  savings  and  loan  do,  that  a  bank 
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cannot  do?"  The  answer  is  "Virtually  nothing/'  There  are  some 
very  peripheral  things,  but  almost  nothing. 

When  you  turn  the  question  around  and  ask  what  a  bank  can  do 
that  a  savings  and  loan  C£mnot  do,  you  get  a  very  substantial  list, 
the  two  great  items  being  corporate  checking  accounts  and  com- 
mercicd  loans.  There  has  been  a  lot  of  discussion  concerning  this, 
but  given  the  fact  that  a  consumer  or  small  businessperson  simply 
cannot  get  full  service  from  a  savings  and  loan  association  or  a 
thrift,  I  think  you  have  to  ask  the  basic  question.  At  the  same  in- 
terest rate,  why  on  earth  would  anyone  stay  with  a  thrift  over 
time? 

I  do  not  think  there  is  any  answer  to  that.  I  think  you  have  very 
correctly  identified  the  situation  that  as  the  powers  are  equalized 
and  as  competitive  quality  through  opportunity  to  operate  is  equal- 
ized, then  a  differential  in  terms  of  the  acquisition  of  funds  would 
no  longer  be  appropriate. 

Mr.  Stanton.  I  have  two  requests,  Mr.  Chairman.  First,  the  mi- 
nority do  have  questions — several  pages  for  Chairman  Pratt  and 
also  for  Mr.  Isaac.  I  would  ask  unanimous  consent  that  these  could 
be  answered  later  for  the  record. 

Chairman  Gonzalez.  Without  objection,  so  ordered. 

Mr.  Stanton.  Lastly,  Mr.  Chairman,  in  the  dialog  that  the 
Chairman  was  having  with  you  he  referred,  of  course,  to  what  we 
hope  will  never  happen — the  eventual  buyout  of  the  old,  low-yield- 
ing mortg£^es  which  some  believe  is  the  answer  to  the  problems  of 
the  thrift  institutions  and  which  I  review  as  a  last  resort.  It  was 
suggested  that  this  indeed  was  taking  place  at  the  present  time 
through  some  innovative  programs  that  you  are  doing  at  the  pres- 
ent time,  funneling,  and  packaging  these  programs  through 
FHLMC. 

That  brings  up  to  me  the  subject  that  we  will  have  to  face  some- 
time of  the  restructuring  or  the  recapitalization  of  FHLMC.  Can 
you  give  me  your  thoughts  on  that? 

Mr.  Pratt.  Yes,  sir.  I  think  that  would  be  very  appropriate  and 
very  helpftil  and  would  assist  the  Congress  in  some  of  the  problems 
it  is  facing. 

To  the  extent  that  FHLMC  now  is  in  a  sense  an  agency  of  the 
Government  or  reflects  Government  credit — this  sort  of  thing — it 
seems  to  me  that  it  does  raise  questions  with  respect  to  the  whole 
budget  area,  as  well  as  the  Federal  presence  in  capital  markets. 
Beyond  this,  FHLMC  needs  additioncd  cap>ital. 

If  it  is  supplied  at  the  present  time,  it  is  through  some  aspect  of 
the  Federal  system.  By  privatizing  this  corporation,  it  would  be 
supplied  through  the  private  capital  markets.  I  think  that  Congress 
did  a  tremendous  thing  in  establishing  FHLMC.  It  was  a  test  pro- 
gram and  it  was  courageous  and  innovative  of  Congress  to  approve 
that. 

FHLMC  has  been  very  successful.  It  has  made  a  lot  of  sense.  It  is 
no  longer  a  test  baby,  but  is  a  very  successful  business  operation 
and  is  a  business  operation  of  the  type  that  can  operate  in  the  pri- 
vate market.  It  should  now  be  turned  loose.  Maybe  we  should  think 
together  of  a  new  vehicle  for  providing  test  tube  seed  capital  for 
the  provision  of  mortgages— as  FHLMC  did  in  its  inception— and 
perhaps  repeat  the  experiment. 
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But  at  this  time  it  would  be  a  very  effective  private  market  com- 
petitor. 

Mr.  Stanton.  Thank  you  very  much,  Mr.  Chairman. 

Chairman  Gonzalez.  Mr.  St  Grermain. 

Mr.  St  Germain.  Thank  you,  Mr.  Chairman.  I  think  it  is  regret- 
table that  since  we  contacted  you  March  4  about  testifying  that  we 
have  an  11  o'clock  deadline  on  an  11  o'clock  plane  to  catch.  Frank- 
ly* do  you  not  think  that  this  subject  and  this  committee  and  its 
deliberations  are  of  paramount  importance  to  the  future  of  the 
thrift  industry  that  you  are  charged  with  shepherding  along? 

Mr.  Pratt.  Absolutely,  and  if  you  require  my  continued  presence 
I  will  simply  not  do  that.  However,  given  the  scheduling  problems 
that  exist,  it  was  a  commitment  that  I  had  previously.  But  your 
concern  with  this  is  of  paramount  importance  to  me  and  I  will 
meet  your  schedule. 

Mr.  St  Germain.  I  would  hope  so. 

Picking  up  on  what  Mr.  Stanton  just  said  relative  to  the  recapi- 
talization and  restructuring  of  FHLMC,  I  wish  that  you  would  for 
the  record  supply  us  with  your  thoughts  as  to  why — FNMA,  as  you 
know,  is  out  there  as  well — give  us  a  sheet,  a  comparison  sheet,  as 
to  what  FHLMC  can  do  that  FNMA  is  not  doing  at  the  present 
time. 

That  would  be  helpful  to  us  because  we  are  indeed  faced  with 
this  request  from  FHLMC  and  rather  than  just  have  you  expound 
as  you  just  did  on  the  benefits,  that  you  give  us  a  comparative 
an€d3rsis  and  we  will  accept  that  for  the  record. 

In  your  testimony  you  state  that  if  the  legislation  were  to  be  en- 
acted giving  net  worth  guarantee  certificates,  that  it  could  militate 
against  institutions  cutting  costs  and  improving  management.  Am 
I  quoting  you  accurately? 

Mr.  Pratt.  Essentially,  yes,  sir. 

Mr.  St  Germain.  Doesn't  the  Home  Loan  Bank  Board  at  the 
present — and  I  mean  this  seriously — with  its  very  efficient  staff, 
does  it  not  have  an  obligation  and  does  it  not  go  into  these  institu- 
tions and  point  out  to  the  institutions  where  they  can  indeed  cut 
costs  and  state  in  certain  instances  that  perhaps  they  should  look 
to  some  improved  management? 

Mr.  Pratt.  For  the  most  part  it  has  pretty  limited  ability  in  that 
regard,  and  to  do  so  on  a  very  widespread  basis  would  be  extremely 
difficult.  What  we  would  really  do,  if  you  had  a  situation  where  we 
were  guaranteeing  the  expenses  of  associations,  we  would  obviously 
develop  that  capability. 

I  am  not  sure  Congress  would  like  to  encourage  this,  because  if 
you  are  covering  the  total  losses  of  these  institutions  what  you 
have  created  are  really  branch  post  offices  or  branches  of  the  U.S. 
Congress,  and  I  don't  think  anyone  who  is  familiar  with  the  bu- 
reaucracy of  the  agencies  such  as  ourselves  and  others  and  the  op- 
eration of  the  Federal  Government  would  find  it  efficient  to  turn 
these  institutions  into  that  sort  of  an  organization. 

Mr.  St  Germain.  Well,  if  one  were  to  study  the  legislation  that 
was  adopted  to  assist  New  York  City,  Lockheed,  Chrysler  you 
would  find  that  at  the  present  time,  for  instance,  we  have  peojple 
from  Treasury  at  Chrysler  on  a  continuing  basis  monitoring  and  in- 
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suring  that  management  is  efficient  and  that  costs  are  cut  to  the 
bone. 

Are  you  aware  of  that  fact? 

Mr.  Pratt.  I  was  not  aware  of  it  specificallv,  but  remember, 
there  are  4,000  of  these  institutions  and  I  would  really  question 
whether  the  direction  Congress  would  like  us  to  go,  if  that  is  Con- 
gress mandate  for  successful  operation  of  a  financial  system. 

Mr.  St  Germain.  I  am  going  to  ask  a  question  of  both  of  you, 
even  though  we  have  not  heard  from  the  distinguished  Chairman 
of  the  FDIC.  In  fact.  Chairman  Isaac's  testimony  suggests  that  the 
bill  be  amended  to  give  the  insurance  agencies  explicit  authority  to 
order  management  changes  in  assisting  institutions,  very  similar 
authority  provided  in  New  York  City,  Lockheed,  and  Chrysler  that 
was  approved  by  this  very  committee. 

I  would  ask  both  of  you,  do  you  need  this  additional  authority? 
Obviously  Chairman  Pratt  does  not  feel  as  though  he  has  the  au- 
thority or  that  you  have  not  been  exercising  it? 

Mr.  Pratt.  Well,  the  general  authority  which  we  have  is  to  pro- 
hibit unsafe  and  unsoimd  transactions.  However,  if  an  association 
were  receiving  assistance  to  keep  it  at  a  certain  net  worth  it  would 
clearly  be  both  safe  and  sound,  for  example,  for  it  to  sell  a  m^gor 
portion  of  its  portfolio,  take  the  loss  on  that,  bring  the  portfolio  to 
market  and  tap  the  Government  for  the  infusion. 

I  would  not  expect  that  this  is  what  Congress  had  in  mind  be- 
cause it  would  allow  tremendous  variations  between  institutions.  I 
am  just  concerned  that  the  amount  of  regulation  and  oversight 
which  would  be  required  if  the  program  which  is  implemented  does 
not  require  some  market  discipline  would  be  a  tremendous  burden 
and  cause  a  tremendous  increase  in  our  bureaucratic  staff. 

Mr.  St  Gerbiain.  When  we  originally  drafted  the  bill  we  included 
the  words  that  the  institutions  must  meet  all  requirements  estab- 
lished by  the  Agency.  Now  I  will  go  to  Mr.  Isaac. 

In  view  of  your  statement  in  the  record  and  your  statement  in 
your  testimony,  you  do  not  feel  as  though  that  phrase  is  sufficient 
and  you  would  like  a  little  more  explicit  authority  to  be  contained 
in  the  legislation.  Do  I  interpret  your  statement  correctly? 

Mr.  Isaac.  We  believe,  Mr.  Chairman,  that  the  bill  gave  the  au- 
thority, but  particularly  since  the  program  would  be  administered 
by  three  different  agencies,  it  ought  to  give  more  direction  so  that 
the  three  agencies  are  not  doing  different  things. 

If  we  were  administering  the  program  I  think  you  would  find 
some  fairly  stringent  terms  and  conditions  imposed  in  exchange  for 
the  capit£U  infusion. 

Mr.  St  Germain.  As  well  as  preconditions  which  would  answer 
the  point  that  Chairman  Pratt  just  made. 

Mr.  Isaac.  That  is  correct.  We  would  want  some  controls  in  place 
before  we  would  be  willing  to  make  capital  infusions. 

We  felt  that  the  bill  should  give  direction  in  that  regard,  not  just 
authority,  so  that  the  agencies  would  administer  it  in  a  like 
manner. 

Mr.  St  Germain.  Was  I  misinformed?  I  think  a  little  bird  whis- 
pered into  my  ear  a  statement  to  the  effect  that  the  regulatory 
agencies  involved,  the  FSLIC  and  the  FDIC,  were  going  to  give 
some  thought  to  recommendations  to  the  committee  on  this  very 
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question,  that  is,  what  specific  direction  you  would  like  to  see  con- 
tained in  the  legislation? 

Mr.  Isaac.  Yes»  we  would  be. 

Mr.  St  Germain.  Have  you  and  your  staff  been  laboring  in  this 
vineyard? 

Mr.  Isaac.  Yes,  they  have. 

Mr.  St  Germain.  When  can  we  anticipate  a  recommendation? 

Mr.  Isaac.  I  think  it  would  not  take  more  than  a  few  days. 

Mr.  St  Germain.  Chairman  Pratt? 

Mr.  Pratt.  We  will  do  the  same. 

Mr.  St  Germain.  Am  I  incorrect  in  assuming  that  you  indeed 
had  embcu'ked  upon  this  endeavor  already? 

Mr.  Pratt.  I  would  have  to  check  with  the  staff,  Mr.  Chairman, 
but  if  we  have  not,  we  will  meet  the  same  time  schedule  in  any 
case. 

Mr.  St  Germain.  As  I  stated,  your  concern  is  that  management 
might  take  losses  ahead  of  time  and  then  apply  for  a  net  worth 
guarantee  certificate.  I  certainly  agree  and  certainly  it  seems  to  me 
that  that  is,  you  might  say,  one  of  the  preconditions  that  they  not 
have  acted  in  that  manner. 

Mr.  Pratt.  If  I  might  point  out  just  one  fact — and  Bill  can  com- 
ment on  this — he  may  have  50  or  100  institutions,  I  don't  know 
how  many  exactly,  that  would  be  expected  to  participate  in  a  pro- 
gram of  this  type  out  of  the  several  thousand  institutions  he  super- 
vises. Out  of  the  4,000  that  we  have  some  oversight  over,  we  may 
have  2,000  participating.  We  normally  examine,  let's  say,  every  18 
months. 

I  iust  would  like  to  point  out  that  the  administrative  aspects  that 
could  be  associated  with  this  type  of  a  circumstance 

Mr.  St  Germain.  Are  you  not  at  the  present  time  utilizing 
income  capital  certificates? 

Mr.  Pratt.  Yes,  sir. 

Mr.  St  Germain.  And  does  not  the  utilization  of  those  require 
very  close  monitoring  as  well? 

Mr.  Pratt.  Yes,  it  does,  and  we  have  only  four  or  five  institu- 
tions which  are  taking  a  substantial  amount  of  time  in  that  regard. 

Mr.  St  Germain.  Let's  get  back.  Every  time  you  testify,  and  I  un- 
derstand, you  tell  us  about  the  broadening  of  powers,  but  the 
reason  that  these  institutions  are  in  the  dire  straits  that  they  are 
in  primarily  is  due  to  the  prolonged  period  of  unbelievably  high  in- 
terest rates. 

No  one  can  argue  with  that,  correct? 

Mr.  Pratt.  That  is  correct.  The  inflation  and  interest  rates  are 
the  basic  cause. 

Mr.  St  Germain.  Prior  to  that,  sure  you  had  some  institutions 
that  may  have  had  problems  but  they  oftentimes  had  nothing  to  do 
with  the  economy  but  rather  with  poor  judgment,  poor  manage- 
ment, and  just  bad  management. 

Mr.  Pratt.  That  is  correct. 

Mr.  St  Germain.  Now  as  to  the  added  powers,  frankly  I  think 
that  what  occurred  Monday  has  probably  raised  some  hackles  and 
those  negotiations  are  going  to  be  that  much  more  difficult  because 
the  parties  who  are  unhappy  about  added  powers  for  S.  &  L.'s  are 
going  to  be  unhappier  still. 
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Mr.  Stanton  asked  you  the  Question,  and  I  put  it  to  you  this  way: 
Do  you  feel  that  if  the  S.  &  L.  s  were  to  be  given  the  added  powers, 
certainly  not  to  the  extent  contained  in  the  legislation  you  present- 
ed to  the  Senate — a  good  part  of  it,  let  us  say — that  this  should 
automatically  be  accompanied  by  elimination  immediately  of  the 
differential? 

Mr.  Pratt.  I  think  it  should  be  a  matter  of  negotiation  and  phas- 
ing. 

Mr.  St  Germain.  Phasing,  not  immediate.  They  would  not  go  in 
concert,  hand-in-hand,  and  happen  at  the  same  time? 

Mr.  Pratt.  Well,  in  my  personal  opinion  that  would  be  a  worth- 
while tradeoff,  but  I  am  not  sure  it  is  the  best  approach.  But  I 
would  certainly  say  that,  given  the  importance  of  powers  for  the 
long-runr  survivability  and  the  health  of  this  industry  and  its  abili- 
ty to  finance  housing,  if  it  came  to  a  question  of  giving  up  the  dif- 
ferential, in  my  opinion,  it  should  be  given  up  for  the  broadened 
powers. 

Mr.  St  Germain.  I  would  commend  to  you  a  trip  to  Rhode  Island 
sometime.  Speak  with  the  presidents  of  the  institutions  there  that  I 
think  16  or  18  years  ago  were  given  the  additional  powers  that  are 
now  being  sought  for  the  thrifts  nationally. 

In  that  instance,  the  thrifts  in  Rhode  Island  also  have  commer- 
cial banks.  You  go  in  one  door  in  the  thrift.  You  go  through  the 
connecting  door  and  you  are  in  the  commercial.  You  would  find 
that  to  this  date  the  thrifts  in  Rhode  Island  have  not  been  able  to 
convince  people  of  the  fact  that  they  have  all  the  powers  and  all 
the  amenities  of  a  commercial  institution. 

They  cannot  understand  it,  and  it  has  been  impossible  for  them 
to  convince  their  customers,  their  depositors,  their  potential  cus- 
tomers, of  the  fact  that  they  are  both  commercial  and  a  thrift,  to 
wit  that  they  have  commercial  powers. 

I  think  that  that  would  be  most  rewarding.  The  reason  I  say  that 
is,  you  know,  all  of  these  institutions — 1,000  of  them  up  there — the 
U.S.  League  testified  there  is  a  $90  billion  exposure  and  I  think 
they  took  their  numbers  from  your  numbers,  are  not  going  to  be 
assisted  by  additional  powers  in  an  expeditious  enough  manner  to 
help  them  over  this  crisis  that  they  face  at  this  very  moment. 

That  is  why  I  brought  up  the  legislation  that  I  did,  to  help  on  the 
net  worth  to  tide  them  over. 

Mr.  Pratt.  We  certainly  feel  consideration  of  this  is  very  timely, 
and  if  there  was  any  misunderstanding,  there  certainly  should  not 
be. 

We  fully  agree  that  the  discussion  of  this  is  totally  appropriate 
at  this  time. 

Mr.  St  Germain.  Let  me  ask  you  this.  If  this  legislation  with  sug- 
gestions from  Mr.  Isaac  and  yourself  plus  others  were  to  be  enacted 
within  the  next  2  months,  how  long  would  it  take  you  to  begin  to 
utilize  the  net  worth  guarantee  certificates? 

Mr.  Pratt.  I  believe  we  could  do  that  within  30  days. 

Mr.  St  Germain.  Mr.  Isaac? 

Mr.  Isaac.  I  think  we  would  be  able  to  put  it  into  effect  within  a 
few  weeks  if  the  proper  cases  were  ready. 

Mr.  St  Germain.  But  you  would  have  it  available  to  you? 

Mr.  Isaac.  That  is  correct,  and  it  would  not  take  us  long. 
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Mr.  St  Germain.  So  it  would  not  take  a  year,  would  it? 

Mr.  Pratt.  No,  it  would  be  very  quick. 

Mr.  St  Germain.  I  assume  my  time  has  expired. 

Chairman  Gonzalez.  Mr.  Wylie. 

Mr.  Wylie.  Thank  you,  Mr.  Chairman.  I  wanted  to  foUowup  on 
that,  Mr.  Pratt,  and  foUowup  on  it  by  rather  summing  up  my  frus- 
tration with  this  whole  problem. 

You  referred  a  little  earlier  to  the  fact  that  we  have  guarantor  1 
and  guarantor  2  and  PC's  now,  which  has  of  course  reduced  the 
drag  considerably  on  the  S.  &  L.'s  and  has  been  helpful  and  I  do 
not  discount  that.  That  does  not  get  to  the  low  interest  rate  prob- 
lem, short  term,  or  the  high  interest  rate  problem  short  term.  It 
does  not  get  any  low  interest  rate  money  into  the  thrift  institutions 
short-term. 

You  indicate  in  your  testimony  what  will  happen  if  interest  rates 
continue  for  a  long  period  of  time,  but  you  do  not  say  how  long. 
You  mention  here,  Specifically,  we  believe  it  is  critical  that  the 
Congress  launch  without  delay  the  asset  and  other  restructur- 
ing'—the  new  powers  thing.  In  your  testimony,  "the  asymmetrical 
approach  to  deregulation  is  inherently  unworkable.  With  regard  to 
the  assertion  that  restructuring  is  a  postponeable  long-term  prob- 
lem. We  do  not  think  that  the  current  crisis  can  be  dealt  with  in 
an  immediate  way  without  restructuring." 

I  really  want  to  help,  if  you  please,  and  I  might  ask  parentheti- 
cally what  do  you  think  of  the  results  of  DICC's  new  power,  the 
money  market  certificate  which  was  suggested  yesterday  r 

Mr.  Pratt.  I  think  it  is  a  modest  beginning.  I  think  the  effects  of 
it  will  be  felt  in  a  couple  of  directions.  One,  I  think  it  does  provide 
some  modest  additional  competitive  ability  with  nonregulateid  insti- 
tutions— that  is,  money  market  mutual  funds — in  the  sense  that  it 
did  cut  the  maturity  in  half,  from  6  months  to  3  months,  and  it  did 
lower  the  required  minimum  from  $10,000  to  $7,500.  Two,  the  dif- 
ferential will  have  some  impact  in  shifting  funds  toward  thrift  in- 
stitutions from  the  commercial  banking  sector,  and  that  is  very 
clear  that  that  would  be  the  design  of  that  differential. 

People  may  argue  as  to  the  appropriateness  of  that.  You  have 
heard  my  belief  that  in  fact,  given  the  present  structure,  thrifts 
simply  cannot  compete  with  commercial  banks. 

Mr.  Wyue.  It  still  does  not  give  them  access  to  money  at  the 
market  rate. 

Mr.  Pratt.  It  does  give  some  access.  It  is  clearly  not  as  flexible 
or  attractive  as  what  the  money  market  funds  can  offer  in  terms  of 
denomination,  availability  or  rate. 

Mr.  Wyue.  Now  that  is  going  to  give  them  a  new  tool  which  they 
can  market  and  perhaps  bring  some  new  money  and  the  differen- 
tial probably  will  help  the  thrifts  and  the  commercial  banks,  of 
course,  are  upset  about  that  again. 

Mr.  Pratt.  I  can  believe  that. 

Mr.  Wyue.  But  that  is  still  going  to  cost  a  considerable  amount 
for  new  money,  is  it  not? 

Mr.  Pratt.  It  may  or  may  not.  The  issue  is  whether  there  will  be 
a  shift  from  passbooks,  and  that  is  clearly  a  concern.  This  is  sort  of 
the  horns  of  a  dilemma  that  the  DIDC  constantly  faces.  An3rthing 
that  is  highly  competitive  with  money  market  funds  aJso  runs  the 
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risk  of  internal  transfers,  that  is,  from  a  5-  or  SVi-percent  account 
to  a  10-,  12-,  or  14-percent  account,  and  I  have  not  found  any  easy 
answers  to  that.  I  wish  there  were. 

Mr.  Wyue.  Well,  specifically,  do  you  think  this  is  going  to  help 
get  new  money  in  which  can  be  loaned  out  at  reasonable  interest 
rates  short  term? 

Mr.  Pratt.  I  think  it  is  going  to  help  bring  money  into  the 
thrifts.  I  believe  that  it  will  help  marginally  in  competition  with 
money  market  funds.  I  believe  it  is  a  positive  aspect  which  will 
positively  impact  profitability  and  return  to  health. 

It  certainly  is  not  a  total  answer  or  an3rwhere  near  that,  but  I  do 
believe  that  its  effect  is  positive  and  I  support  it. 

Mr.  Wyue.  Good.  I  guess  I  want  to  revisit  Mr.  St  Germain's  ques- 
tion again.  Do  you  think  that  his  bill  will  help  short  term? 

Mr.  Pratt.  Well,  certainly  if  the  question  is  whether  it  will  keep 
savings  and  loans  operating  which  otherwise  would  disappear,  the 
answer  is  yes. 

Mr.  Wyue.  Thank  you  very  much,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you,  Mr.  Wylie. 

Mr.  Pratt,  we  understand  Chairman  St  Germain  has  some  ques- 
tions, but  if  he  is  not  in  a  position  to  do  so  I  think  we  should  go  on 
ahead  and  excuse  you. 

I  do  want  to  make  an  observation,  and  that  is  that  the  main 
thrust  of  our  hearings  has  to  do  with  the  Housing  and  Urban  De- 
velopment Act  of  1982  and  our  concern  from  the  housing  stand- 
point for  the  poor  and  moderate  income.  I  realize  that  the  thrust  of 
this  other  bill  is  actually  an  emergency  type  of  thing  for  the  time 
being  and  I  am  concerned  about  the  long-range  situation  of  the  tra- 
ditional savings  institution  with  respect  to  their  providing  the 
credit  for  homeownership  and  home  construction. 

Chairman  St  Germain,  I  think  you  have  some  questions. 

Mr.  St  Germain.  Chairman  Pratt,  in  your  statement  you  also  re- 
ferred to  the  requirement  in  the  legislation  that  50  percent  of  the 
new  funds  be  reinvested  in  housing  and  you  questioned  the  wisdom 
of  that. 

I  would  just  say  to  you  keep  one  thing  in  mind.  This  legislation  is 
being  heard  in  conjunction  with  legislation  known  as  the  housing 
bill  and  the  housing  industry  is  not  on  its  knees.  It  is  not  on  its 
back  looking  up.  It  is  on  its  stomach  with  its  face  right  in  the 
ground,  in  the  mud.  There  are  millions  of  people  out  of  work 
around  the  country  because  of  what  has  happened  to  the  housing 
industry. 

No  matter  what  we  do  as  a  practical  matter  under  this  housing 
bill,  it  is  just  a  drop  in  the  bucket— just  a  drop  in  the  bucket.  Real 
activity  in  housing  has  to  come  in  the  private  sector,  not  in  the 
subsidized  sector,  despite  the  fact  that  there  is  a  great  need  out 
there  by  low-income  people  for  housing. 

That  is  not  what  is  going  to  reinvigorate  the  housing  industry. 
The  housing  bill  is  not  going  to  do  all  that  much  to  help  Joe  Six- 
pack  to  be  able  to  realize  the  American  dream  to  own  his  own 
home  for  his  family.  That  dream  is  only  going  to  be  realized  if 
there  is  a  source  of  mortgage  financing,  home  mortgage  financing, 
out  there  around  the  country. 
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This  is  the  primary  reason.  One  is  to  help  save  the  thrifts. 
Second,  we  look  at  the  exposure  of  the  insuring  fund  unless  some- 
thing is  done,  because,  let's  face  it.  You  are  going  to  run  out  of 
merger  partners  one  of  these  days  and  once  that  happens,  what  is 
your  alternative  but  to  shut  them  down.  Once  that  b^ins,  then  the 
costs  start  to  rise. 

We  want  to  keep  those  institutions  viable.  We  want  to  keep  them 
functioning  so  that  they  can  be  a  source  of  mortgage  money,  and 
that  is  why  the  provision  in  the  legislation  requiring  that  a  certain 
percentage  of  the  funds  be  reinvested  in  housing.  I  would  just  ask 
vou  to  keep  that  in  mind  because  we  are  looking,  as  I  told  you 
before,  for  your  suggestions. 

Bill  Stanton  was  right.  I  did  not  introduce  this  legislation  feeling 
that  it  was  absolutely  and  totally  perfect.  I  wanted  to  get  the  whole 
thing  off  the  dime  and  get  things  moving  and  so  we  are  looking  to 
your  assistance  and  that  of  Mr.  Isaac,  of  the  Treasury  and  other 
mterested  parties.  We  are  going  to  take  your  recommendations  into 
account  and  we  are  going  to  make  changes  in  the  l^islation. 

We  are  going  to  rewrite  the  bill.  But  please,  when  you  make  your 
recommendations  remember  that  in  order  for  this  l^islation  to  be 
palatable  and  acceptable  to  get  the  necessary  support  the  Ameri- 
can people  have  to  have  a  feeling  that  it  is  not  a  bill  that  is  lust 
designed  to  preserve  the  thrifts  but  rather  that  it  is  designed  to 
preserve  the  thrifts  so  that  they  can  continue  to  make  home  mort- 
gages. 

Mr.  Pratt.  Mr.  Chairman,  I  do  not  believe  I  have  any  problem  at 
all  with  requiring  that  50  percent  of  new  savings  go  into  mort- 
gages. As  I  recall  from  the  bUl,  it  suggested  that  50  percent  go  in  at 
1  percent  over  the  average  cost  of  funds  of  the  institution. 

We  think  that  would  be  inappropriate  and  would  probably  hurt 
housing  and  would  clearly  hurt  thrift  institutions,  because  what 
thrift  institutions  would  be  doing  is  bujring  16-percent  money  or  14- 
percent  money  and  lending  it  at  11.5  percent. 

Further  destroying  the  thrift  institutions,  I  don't  think,  would  be 
the  desired  way  to  help  housing. 

Mr.  St  Germain.  Well,  we  would  ask  you  for  your  recommenda- 
tions, and  accompanying  the  recommendations  the  very  thorouyg^ 
analvsis  and  rationale,  because  no  one  has  more  information  at 
hand  than  you  do  about  the  conditions  of  the  thrifts,  what  they  can 
do  and  what  they  cannot  do. 

Mr.  Pratt.  We  appreciate  that  we  will  supply  everything. 

Mr.  St  GERAfAiN.  We  want  your  contribution  because  it  will  be  of 
utmost  importance  to  us  as  we  deliberate. 

Mr.  Pratt.  We  would  certainly  be  delighted  to  supply  it. 

Chairman  Gonzalez.  Thank  you,  Chairman  Pratt.  If  you  are 
traveling  other  than  private,  I  hope  you  do  not  have  to  go  to 
Dulles,  but  you  can  still  use  National.  We  want  to  thank  you  very 
much  and  hope  that  we  enabled  you  to  catch  your  plane. 

Mr.  Pratt.  I  appreciate  that  accommodation  very  much,  and  if 
there  is  further  need  of  me  I  will  make  whatever  changes  are  nec- 
essary. 

Chairman  Gonzalez.  Thank  you  very  much,  sir. 

Mr.  Isaac,  thank  you  very  much  for  your  patience  and  I  recog- 
nize you  now  at  this  point.  You  may  proceed  as  you  see  fit.  If  you 
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want  to  present  your  written  testimony,  we  want  to  thank  you  for 
that  because  it  was  submitted  in  timely  fashion,  has  given  us  an 
opportunity  to  review  it,  and  you  may  proceed  by  adhering  to  the 
text  of  it,  or  we  can  accept  it  for  the  record  at  this  point  and  you 
may  wish  to  summarize. 

Whatever  it  is  you  wish  to  do  that  would  be  fine  with  us. 

Mr.  Isaac.  It  is  very  brief  so  I  could  go  right  through  it,  if  you 
would  wish,  Mr.  Chairman. 

Chairman  Gonzalez.  Very  well. 

STATEMENT  OF  HON.  WILLIAM  A.  ISAAC,  CHAIRMAN,  FEDERAL 
DEPOSIT  INSURANCE  CORPORATION 

Mr.  Isaac.  Mr.  Chairman,  I  appreciate  this  opportunity  to  pres- 
ent the  views  of  the  Federal  Deposit  Insurance  Corporation  on  the 
plan  embodied  in  H.R.  5568,  the  Home  Mortgage  Capital  Stability 
Act. 

The  thrift  industry  currently  is  experiencing  unprecedented  diffi- 
culties. Government  policies,  economic  conditions,  competitive  fac- 
tors in  financial  markets  and  management  shortcomings  have  all 
contributed  to  the  difficulties.  The  problems,  whatever  their  origin, 
are  real  and  we  commend  you  for  your  efforts  to  address  them. 

Assuming  funds  can  be  allocated  to  this  endeavor  without  in- 
creasing upward  pressures  on  interest  rates,  the  FDIC  could  accept 
a  well-structured  program  of  temporary  financial  assistance  to  dis- 
tressed financial  institutions.  In  considering  such  a  measure,  how- 
ever, we  should  recognize  that  persistent  high  interest  rates  are  a 
basic  cause  of  widespread  economic  troubles  and  a  msgor  cause  of 
the  problems  of  thrift  institutions.  A  program  of  financial  assist- 
ance for  depository  institutions,  if  not  approached  within  the  con- 
text of  an  overall  strategy  that  exerts  downward  pressure  on  inter- 
est rates,  is  likely  to  be  self-defeating. 

Moreover,  we  believe  a  program  of  financial  assistance  ought  to 
be  accompanied  by  other  measures  that  together  form  a  well- 
rounded  program  for  the  revitalization  of  our  depository  institu- 
tions. 

Very  briefly,  we  believe  that  program  should  include:  First,  en- 
actment of  the  regulators'  bill;  second,  provision  of  new  asset 
powers  for  thrift  institutions;  third.  Federal  legislation  to  preempt 
State  usury  statutes  and  prohibitions  on  enforcement  of  due-on-sale 
clauses;  fourth,  comparatively  swift  deregulation  of  liabilities  with 
emphasis  on  a  short-term  instrument  that  can  compete  effiectively 
with  money  market  instruments;  and,  fifth,  possibly  some  soundly 
conceived  changes  in  accounting  practices — a  matter  we  are  cur- 
rently working  on. 

Given  such  a  program,  stronger  thrifts  could  begin  to  diversify 
their  asset  structure  and  return  to  profitability.  Within  that  con- 
text, a  prcgram  of  financial  assistance  could  provide  the  means  for 
many  institutions  to  weather  the  transition.  Without  a  comprehen- 
sive program,  however,  we  are  simply  gambling  that  economic  con- 
ditions will  return  to  what  has  always  been  considered  "normal" 
and  that  thrifts  will  then  be  able  to  profitably  return  to  the  old 
ways  of  doing  business. 
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We  believe  such  a  course  would  be  imprudent.  The  marketplace 
has  served  periodic  notice  over  the  past  20  years  that  our  system  of 
mandatory  specialization,  accompanied  by  rigid  interest  rate  con- 
trols, is  no  longer  viable.  We  have  not  paid  adequate  heed  to  those 
warnings  and,  as  a  result,  the  problems  of  our  thrifts  have  grown 
steadily  worse. 

If  we  have  learned  anything  from  the  present  plight  of  the  thrift 
industry,  it  is  that  private  financial  institutions  cannot  afford  to 
subsidize  housing  finlance  and  savers  are  not  willing  to  do  so.  If  we 
wish  to  provide  a  special  subsidy  for  housing  finance,  it  ought  to 
come  dii^ly  from  general  revenues  and  be  paid  to  any  lender  as 
an  inducement  to  make  housing  loans  at  below  mcu'ket  rates  or  di- 
rectly to  home  buyers  to  permit  them  to  better  afford  the  mcu'ket 
rate. 

Having  said  that,  let  me  turn  to  the  question  at  hand— a  pro- 
gram of  financial  assistance.  We  would  like  to  offer  our  ideas  about 
how  such  a  program  should  be  structured. 

Our  first  tenet  is  that  the  assistance  should  be  available  only  on 
a  selective  basis.  Inept  management  should  not  be  subsidized  with 
funds  intended  to  provide  temporary  relief  to  victims  of  unexpected 
and  imprecedented  economic  conditions. 

When  the  regulators'  bill  was  before  this  committee  last  year, 
you  thought  we  were  too  restrictive  in  our  request  to  redefine  our 
authority  to  provide  financial  assistance  under  section  13(c)  of  our 
act.  As  a  result,  you  broadened  that  authority — and  we  have  en- 
dorsed your  language — but  you  were  careful  to  leave  us  discretion 
to  distinguish  between  those  institutions  that  could  really  benefit 
from  assistance  and  those  for  which  it  would  be  a  waste  of  money. 

Second,  we  believe  an  assistance  program  should  be  structured  to 
be  economically  sound  and  to  create  options  and  incentives  for  the 
recipients  to  correct  the  underljring  causes  of  the  difficulties,  prin- 
cipally the  interest  rate  mismatch  between  assets  and  liabilities. 

Even  within  the  existing  framework  of  law,  there  is  room  for 
some  of  this,  but  we  cannot  overemphasize  the  need  for  broader 
asset  powers  and  deposit  deregulation  to  enable  thrift  institutions 
to  grow  out  of  their  current  difficulties  by  competing  effectively 
and  increasing  earnings. 

We  must  be  frank  and  tell  you  that  nothing  concerns  us  more 
than  the  bill's  requirement  that  50  percent  of  net  new  deposits  be 
invested  in  1  to  4  family  mortgages  for  first  time  home  buyers  at 
an  interest  rate  1  percent  above  the  institutions'  average  cost  of 
funds.  Much  of  the  present  thrift  dilemma  is  attributable  to  the 
mismatch  between  long-term,  fixed  rate  assets  and  short-term,  high 
rate  liabilities.  The  bill's  provisos  would  perpetuate  and  even  com- 
pound these  problems. 

Without  a  short-term  deposit  instrument  to  allow  depository  in- 
stitutions to  compete  effectively  in  current  markets,  we  feel  certain 
there  will  not  be  much  in  the  way  of  net  new  deposits.  Even  assum- 
ing such  an  instrument  is  authorized  and  new  funds  are  attracted 
at  current  market  rates,  their  costs  could  be  well  above  current 
average  costs.  Under  the  bill's  provision  requiring  that  loans  be 
made  at  1  percent  over  average  costs,  the  result  could  be  to  lock 
the  institutions  into  a  continuing  loss  position. 
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Unless  the  assisted  institutions  were  able  to  invest  the  other  50 
percent  of  their  net  new  deposits  at  very  high  returns,  it  seems 
highly  unlikely  that  any  institution  could  strengthen  its  situation 
under  this  scenario. 

Third,  there  should  be  some  discipline  over  management  and 
management  practices  exacted  as  a  price  for  financial  assistance. 
On  previous  occasions  this  committee  has  enacted  financial  assist- 
ance programs  for  Lockheed,  New  York  City,  and  Chrjrsler  Corp.  In 
each  instance  disciplines  have  been  imposed  as  a  price  for  the  tax- 
payers' support.  There  is  no  less  reason  for  such  requirements  in 
the  measure  now  before  you. 

We  would  urge  that  any  bill  grant  the  regulators  clear  authority 
and  direction  to  impose  sanctions  against  management.  We  have  in 
mind  authority  to  enforce  a  decrease  or  prohibit  any  increase  in 
the  compensation  of  officers,  trustees,  or  directors  so  long  as  assist- 
ance funds  remain  outstanding  and  the  authority  to  require  man- 
agement changes  in  assisted  institutions  when  believed  necessary 
to  achieve  operating  improvements. 

We  believe  the  bill  should  also  grant  the  regulators  authority 
and  direction  to  place  operating  controls  on  the  activities  of  assist- 
ed institutions  while  the  assistance  remains  outstanding.  We  do  not 
believe  that  an  institution  should  receive  taxpayer  funds  and  then 
simply  continue  to  do  business  as  usual. 

There  should  also  be  clear  authority  and  direction  for  the  regula- 
tors to  terminate  payments  to  those  institutions  which  are  clearly 
on  the  path  to  failure.  It  makes  little  economic  sense  to  dissipate 
the  taxpayers'  money  by  continued  payments  to  institutions  that 
continue  on  a  down-hill  path  despite  the  Federal  assistance. 

Finally,  the  bill  does  not  address  one  serious  problem  we  wish  to 
call  to  your  attention.  Some  States  and  localities,  most  notably  the 
States  of  New  York  and  Massachusetts  and  the  city  of  New  York, 
levy  a  franchise  tax  on  mutual  savings  banks. 

The  tax  is  based  on  the  volume  of  deposits  without  regard  to 
whether  a  bank  is  making  or  losing  money.  The  result  is  that  if 
you  were  to  enact  this  bill  a  large  percentage  of  the  assistance  pay- 
ments would  flow  directly  through  the  troubled  institutions  to  the 
local  government  imposing  this  unjust  and  burdensome  tax. 

We  believe  this  is  undesirable  and  that  you  should  include  in  the 
legislation  a  proviso  which  would  require  that  any  State  or  local 
government  with  such  a  tax  would  have  to  waive  it  for  institutions 
being  assisted  under  the  act  until  repayment  is  effected. 

Mr.  Chairman,  we  understand  that  it  is  the  subcommittee's  in- 
tention to  make  major  modifications  to  the  bill.  For  this  reason  we 
have  confined  our  comments  to  the  general  principles  we  feel 
should  be  considered  in  your  ultimate  package.  Our  staff  would  be 
more  than  happy  to  work  with  you  in  any  way  possible  in  shaping 
the  bill  and  I  will  be  happy  to  answer  any  remaining  questions 
that  you  might  have. 

[Mr.  Isaac's  prepared  statement,  on  behalf  of  the  Federal  Deposit 
Insurance  Corporation,  follows:] 
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STATEMENT  ON 
H.  R-  5568,  THE  "HOME  MORTGAGE  CAPITAL  STABILITY  ACT- 
BY 

WILLIAM  M.  ISAAC,  CHAIRMAN 
FEDERAL  DEPOSIT  INSURANCE  CORPORATION 

Mr.  Chairman,  I  appreciate  this  opportunity  to  present  the 
views  of  the  Federal  Deposit  Insurance  Corporation,  on  the  plan 
embodied  in  H.  R.  5568,  the  Home  Mortgage  Capital  Stability  Act. 

The  thrift  industry  currently  Is  experiencing  unprecedented 
difficulties.   Government  policies,  economic  conditions, 
competitive  factors  in  financial  markets  and  management  short- 
comings have  all  contributed  to  the  difficulties.   The  problems 
--  whatever  their  origin  --  are  real,  and  we  commend  you  for  your 
efforts  to  address  them. 

Assuming  funds  can  be  allocated  to  this  endeavor  without 
increasing  upward  pressures  on  interest  rates,  the  FDIC  could 
accept  a  well-structured  program  of  temporary  financial 
assistance  to  distressed  financial  Institutions.   In  considering 
such  a  measure,  however,  we  should  recognize  that  persistent 
high  Interest  rates  are  a  basic  cause  of  widespread  economic 
troubles  and  a  major  cause  of  the  problems  of  thrift  institutions. 
A  program  of  financial  assistance  for  depository  institutions, 
if  not  approached  within  the  context  of  an  overall  strategy 
that  exerts  downward  pressure  on  Interest  rates,  is  likely  to 
be  self-defeating. 

Morever,  we  believe  a  program  of  financial  assistance  ought 
to  be  accompanied  by  other  measures  that,  together,  form  a  well- 
rounded  program  for  the  revi tal ization  of  our  depository 
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institutions,      yery  briefly,   we   believe  that    program  should 
include: 

1.  enactment   of   the   Regulators'    Bill; 

2.  provision   of  new  asset   powers    for   thrift   institutions; 

3.  federal    legislation   to   preempt    state   usury    statutes 
and   prohibitions   on   enforcement   of  due-on-sale   clauses; 

4.  comparatively    swift  deregulation   of   liabilities   with 
emphasis   on   a   short-term  instrument   that   can   compete  with 
money-market   instruments;    and 

5.  possibly   some    soundly-conceived    changes    in   accounting 
practices   --   a  matter  we   are   currently  working   on. 

Given   such   a   program,   stronger  thrifts  could   begin  to 
diversify  their   asset   structure  and   return   to   profitability. 
Within   that   context,    a    program  of    financial    assistance   could  pro- 
vide  the  means    for  many   institutions   to  weather   the  transition. 
Without    a   comprehensive   program,   however,   we   are   simply   gambling 
that   economic   conditions   will    return   to  what   has   always   been 
considered    ''normal"   and   that   thrifts  will    then   be   able   to 
profitably   return   to   the   old   ways   of  doing   business. 

We   believe    such   a   course  would   be    imprudent.      The  market- 
place  has   served   periodic   notice   over  the   past   20  years   that   our 
system   of  mandatory    specialization,   accompanied    by   rigid    interest 
rate   controls,    is   no   longer   viable.      We   have   not    paid   adequate 
heed   to   those  warnings    and,   as   a    result,   the   problems   of  our 
thrifts    have   grown   steadily  worse. 

If  we   have    learned   anything   from  the   present   plight   of   the 
thrift-  industry,    it    is   that   private   financial    institutions 
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cannot  afford  to  subsidize  housing  finance  and  savers  are  not 
willing  to  do  so.   If  we  wish  to  provide  a  special  subsidy  for 
housing  finance,  it  ought  to  come  from  general  revenues  and  be 
paid  to  any  lender  as  an  inducement  to  make  housing  loans  at 
below  market  rates  or  directly  to  home  buyers  to  permit  them 
to  better  afford  the  market  rate. 

Having  said  that,  let  me  turn  to  the  question  at  hand  --  a 
program  of  financial  assistance.  First,  we  would  like  to  offer 
our  ideas  about  how  such  a  program  should  be  structured. 

Our  first  tenet  is  that  the  assistance  should  be  available 
only  on  a  selective  basis.   Inept  management  should  not  be 
subsidized  with  funds  intended  to  provide  temporary  relief  to 
victims  of  unexpected  and  unprecedented  economic  conditions. 
When  the  Regulators'  Bill  was  before  this  Committee  last  year, 
you  thought  we  were  too  restrictive  in  our  request  to  redefine 
our  authority  to  provide  financial  assistance  under  Sec.  13(c) 
of  our  Act.   As  a  result,  you  broadened  that  authority  --  and 
we  have  endorsed  your  language  --  but  you  were  careful  to  leave 
us  discretion  to  distinguish  between  those  institutions  that 
could  really  benefit  from  assistance  and  those  for  which  it 
would  be  a  waste  of  money. 

Second,  we  believe  an  assistance  program  should  be 
structured  to  be  economically  sound  and  to  create  options  and 
incentives  for  the  recipients  to  correct  the  underlying  causes 
of  the  difficulties,  principally  the  interest  rate  mismatch 
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between   assets   and    liabilities.*     Even  within   the   existing 
framework   of   law,   there   is   room   for   some   of   this,    but   we   cannot 
overemphasize   the   need   for  broader  asset   powers   and   deposit 
deregulation   to   enable   thrift   institutions    to   grow  out   of   their 
current   difficulties   by  competing   effectively  and   Increasing 
earnings. 

We  must   be   frank   and   tell   you    that   nothing   concerns   us  more 
than   the    bill's    requirement   that   50   percent    of   net   new  deposits 
be    invested    in   one-to-four   family   mortgages    for   first   time 
home  buyers   at   an    interest   rate   1    percent   above  the   institutions' 
average    cost   of    funds.      Much   of   the   present   thrift  dilemma   is 
attributable   to   the  mismatch   between    long-term,    fixed-rate   assets 
and    short-term,    high    rate   liabilities.      The   bill's   provisos   would 
perpetuate   and   even   compound   these   problems. 

Without    a   short-term   deposit    instrument   to    allow  depository 
institutions   to   compete   effectively   in   current  markets,    we   feel 
certain   there  will    not   be  much    in   the  way   of   net   new   deposits. 
Even   assuming   such  an    instrument    is    authorized   and   new   funds   are 
attracted   at   current  market   rates,   their   costs  could   be  well    above 
current   average   costs.      Under   the   bill's    provision    requiring  that 
loans   be  made   at    1   percent   over  average   costs,   the   result   could 
be   to   lock   the   institutions    into   a   continuing   loss    position. 


*    It    is   essential    that   a   limitation--  providing   that   no  extra- 
ordinary  gains   or   losses   shall    be   included   for   purposes   of 
qualification    for   the   program  or   for  quarterly   payments   --   be 
Imposed   to   keep   the   program   from   becoming   a   buyout    for   all    the 
unprofitable   assets   on   the    institutions'    books.      Moreover,   any 
advances    under   the   program  should   be   required   to   be   paid   back 
with   Interest   out   of    future  earnings. 
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Unless  the  assisted  institutions  were  able  to  invest  the  other 
50  percent  of  their  net  new  deposits  at  very  high  returns,  it 
seems  highly  unlikely  that  any  institution  could  strengthen 
its  situation  under  this  scenario. 

Third,  there  should  be  some  discipline  over  management  and 
management  practices  exacted  as  a  price  for  financial  assistance. 
On  previous  occasions  this  Committee  has  enacted  financial 
assistance  programs  for  Lockheed,  New  York  City  and  Chrysler 
Corporation.   In  each  instance  disciplines  have  been  imposed 
as  a  price  for  the  taxpayers'  support.   There  is  no  less  reason 
for  such  requirements  in  the  measure  now  before  you. 

We  would  urge  that  any  bill  grant  the  regulators  clear 
authority  and  direction  to  impose  sanctions  against  management. 
We  have  in  mind  authority  to  enforce  a  decrease  or  prohibit  any 
increase  in  the  compensation  of  officers,  trustees,  or  directors 
so  long  as  assistance  funds  remain  outstanding  and  the  authority 
to  require  management  changes  in  assisted  institutions  when 
believed  necessary  to  achieve  operating  improvements. 

We  believe  the  bill  should  also  grant  the  regulators 
authority  and  direction  to  place  operating  controls  on  the 
activities  of  assisted  institutions  while  the  assistance  remains 
outstanding.   We  do  not  believe  that  an  institution  should 
receive  taxpayer  funds  and  then  simply  continue  to  do  business 
as  usual . 

There  should  also  be  clear  authority  and  direction  for 
the  regulators  to  terminate  payments  to  those  institutions 
which  are  clearly  on  the  path  to  failure.   It  makes  little 
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economic  sense  to  dissipate  the  taxpayers'  money  by  continued 
payments  to  Institutions  that  continue  on  a  down  hill  path 
despite  the  federal  assistance. 

The  bill  does  not  address  one  serious  problem  we  wish  to 
call  to  your  attention.   Some  states  and  localities,  most 
particularly  the  States  of  New  York  and  Massachusetts  and  the 
City  of  New  York,  levy  a  franchise  tax  on  mutual  savings  banks. 
The  tax  is  based  on  the  volume  of  deposits  without  regard  to 
whether  a  bank  Is  making  or  losing  money.   The  result  Is  that 
If  you  were  to  enact  this  bill  a  large  percentage  of  the 
assistance  payments  would  flow  directly  through  the  troubled 
institutions  to  the  local  governments  imposing  this  unjust  and 
burdensome  tax.   We  believe  this  Is  undesirable  and  that  you 
should  Include  in  the  legislation  a  proviso  which  would  require 
that  any  state  or  local  government  with  such  a  tax  would  have 
to  waive  it  for  institutions  being  assisted  under  the  Act  until 
repayment  is  effected. 

Mr.  Chairman,  we  understand  that  it  is  the  Subcommittee's 
intention  to  make  major  modifications  to  H.  R.  5568.  For  this 
reason  we  have  confined  our  comments  to  the  general  principles 
we  feel  should  be  considered  In  your  ultimate  package.  I  would 
be  happy  to  answer  any  questions  and  our  staff  is  available  to 
render  whatever  technical  assistance  you  may  desire. 
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Chairman  Gonzalez.  Thank  you  very  much,  Mr.  Isaac.  I  think 
you  have  some  very  positive  points  on  some  of  the  technical  as- 
pects. Your  page  4  statement  and  your  footnote,  I  think,  is  very  sig- 
nificant, but  your  expression  of  concern  about  the  50-percent  re- 
quirement— actually  we  had  witnesses  last  week  in  which  they  felt 
that  the  requirement  was  very  weak,  which  it  really  is. 

The  dilemma  that  I  think  we  face  is  that  to  the  extent  that  the 
thrifts  leave  housing,  the  problems  of  housing,  of  course,  magnify 
and  increase  the  broadened  powers,  the  medicine  that  you  refer  to 
on  page  4.  It  may  mean  some  strength  for  one,  but  I  think  it  means 
kind  of  a  poison  for  the  other — what  I  have  always  called  the  liber- 
ty of  the  pike,  meaning  the  death  of  the  minnow.  That  is  the  dilem- 
ma that  confronts  us. 

I  am  very  concerned  for  the  opposite  reason,  that  something  far 
more  definite  by  way  of  tie-in  is  not  raising  any  obstructionist 
noises  because  I  realize  that  the  chairman  here  has  given  a  lot  of 
thought  and  has  evaluated  from  the  standpoint  of  that  which  is 
possible  and  feasible  and  he  certainly  has  a  lot  more  experience 
here. 

On  the  other  hand,  reality  tells  me  that  all  of  this  is  really,  as  I 
said  earlier,  sort  of  a  vain  and  futile  exercise  until  we  are  really 
willing  to  confront  the  emergency  and  really  take  emergency  ac- 
tions and  really  bite  the  bullet,  as  they  say. 

Now,  of  course,  what  I  wanted  to  hear  last  year  and  the  vear 
before,  and  that  is  until  interest  rates  fall — last  year  the  big  thing 
was  inflation  and  now  it  is  interest  rates,  but  everybody  has  accept- 
ed interest  rates  as  an  act  of  God  and  continues  to  do  so  in  and  out 
of  the  Congress,  in  and  out  of  the  Presidency,  in  and  out  of  the 
vei^  forces  that  control  it. 

They  want  to  say  yes,  our  policies  can  determine  interest  rates. 
On  the  other  hand,  no,  unless  inflation,  unless  the  deficit — and  the 
real  truth  is  that  power  will  never  jrield  except  on  demand,  and 
this  tremendous  power  that  has  been  usurped,  in  my  interpreta- 
tion, by  the  likes  of  the  Federal  Reserve,  with  Congress  abdication. 
Until  that  is  addressed  frankly,  I  think  that  we  are  just  going  to 
keep  on  going  because  this  insatiable  beast  is  not  going  to  voluntar- 
ily relinquish  this  power. 

Our  history,  we  live  it  through  repetition,  beginning  with  the  ex- 
perience with  the  First  and  Second  National  Bank,  the  experience 
after  the  1865  Currency  Act  and  the  creation  of  a  so-called  nationcd 
banking  system,  the  depression  after  that  in  1873,  the  catastrophe 
in  1907  which  led  to  the  Federal  Reserve  Act  of  1913  which  did  not 
come  until  after  the  House  of  Representatives  created  the  Pujean 
Committee  after  the  event. 

It  seems  to  me  that  we  are  now  irreversably  headed  to  catas- 
trope.  I  do  not  see  anything  rising  to  confront  the  dimensions  of 
the  solution  that  are  needed. 

These  witnesses  that  we  had  last  week  are  absolutely  correct,  in 
my  view.  If  this  kind  of  emergency  type  bill  can  even  have  this 
kind  of  modicum  or  minimal  effect,  I  just  do  not  see  any  hope 
except  plunging  over  the  precipice  and  then  hoping  to  have  some- 
body throw  a  rope  out.  By  that  time,  of  course,  you  are  in  the  hole. 

When  I  see  an  overhang  of  $71  billion  in  your  secondary  mort- 
gage institutions  and  with  about  some  80  percent  of  their  debt 


Digitized  by 


Google 


1533 


being  held  by  savings  and  loans  and  banks,  and  nothing  being 
done,  it  seems  to  me  that  this  very  modicum  50  percent  proviso 
should  be  acceptable. 

Do  you  feel  that  it  is  destructive  of  any  good  if  it  continues  in 
this  bill? 

Mr.  Isaac.  The  requirement  may  be  moot  in  the  sense  that  it  re- 
quires net  new  deposits — 50  percent  of  net  new  deposits — be  placed 
in  long-term  low  rate  mortgages.  If  the  DIDC  continues  to  drag  its 
feet  on  a  short-term  instrument,  there  may  not  be  any  new  net  de- 
posits. But  assuming  that  there  are  net  new  deposits,  there  are  two 
basic  problems  with  the  requirement. 

One  is  that  the  funds  are  required  to  be  loaned  at  1  percent  over 
the  "average  cost".  In  order  to  get  net  new  deposits  they  are  going 
to  be  brought  in,  undoubtedly,  at  higher  than  the  average  cost  of 
funds.  The  average  cost  of  funds  at  a  mutual  savings  bank  in  New 
York  City  at  this  point  is  somewhere  in  the  neighborhood  of  10  Vi 
to  11  percent.  That  is  the  average  cost  of  funds. 

But  to  attract  new  deposits  you  are  talking  about  higher  than 
that.  It  would  probably  be  somewhere  in  the  vicinity  of  200  basijs 
points  higher  at  this  time,  so  that  means  that  they  are  going  to 
lose  money.  They  are  required  to  put  the  funds  out  at  100  basis 
points  over  the  average  cost,  and  the  marginal  cost — the  cost  of  the 
new  money  coming  in — is  going  to  be  200  basis  points  or  so  over 
average  cost. 

Second,  the  requirement  prevents  the  thrifts  from  diversifying 
their  net  portfolios.  They  have  most  of  their  funds  invested  in  long- 
term,  fixed-rate  assets  tied  to  real  estate,  and  we  are  asking  them 
here  to  put  more  money  in  those  same  kinds  of  assets. 

I  do  not  have  any  genuine  concern  about  who  is  going  to  supply 
money  to  the  housing  market  in  the  event  that  we  move  away  from 
the  system  of  mandatory  specialization.  The  marketplace  will 
supply  all  the  funds  that  are  needed  for  housing  at  market  rates.  If 
we  can  get  the  economy  under  control,  if  we  can  get  interest  rates 
down,  the  market  price  will  be  affordable. 

If  we  can't  get  rates  down  to  the  point  where  we  think  they 
ought  to  be  and  we  want  to  subsidize  housing,  we  ought  to  do  that 
directly  out  of  general  revenues — subsidize  lenders  to  make  loans 
at  below  market  rates,  or  subsidize  buyers  so  they  can  afford  the 
market  rate.  The  crisis  in  the  thrift  industry  today  clearly  indi- 
cates that  we  cannot  afford  to  call  upon  private  financial  institu- 
tions to  subsidize  housing.  They  cannot  do  it. 

The  thrift  industry  has  been  crippled  by  the  demands  that  have 
been  placed  on  it  and  this  cannot  continue. 

Chairman  Gonzalez.  Well,  on  the  other  hand,  to  say  that  there 
will  be  something  forthcoming  to  provide  better  allocation  for  hous- 
ing without  a  commitment — a  national  commitment — goes  contrary 
to  the  written  record  of  every  single  country  in  the  world.  I  mean, 
this  has  been  the  special  mission  of  the  S.  &  L.'s. 

Mr.  Isaac.  Excuse  me,  Mr.  Chairman.  I  was  not  referring  to 
credit  allocation.  I  am  saying  that  whatever  demands  there  are  for 
housing  credit  will  be  supplied  by  the  private  market  upon  the 
market  s  terms. 

If  we  want  to  subsidize  housing  beyond  that — that  is,  allocate  ad-s 
ditional  credit  to  housing — then  I  think  we  ought  to  be  talking 
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about  a  subsidy  out  of  general  revenues.  We  ought  not  to  be  asking 
thrift  institutions  to  provide  the  subsidy  from  their  capital  ac- 
counts. 

Mr.  St  Germain.  Mr.  Isaac,  I  have  got  to  inteiject  here.  Do  you 
contend  that  we  have  not  been  in  a  cute  manner  perhaps,  using  se- 
mantics, allocating  credit  to  housing  to  these  many,  many,  many 
years  in  this  country? 

Mr.  Isaac.  Yes,  we  have. 

Mr.  St  Germain.  Thank  you. 

Chairman  Gonzalez.  I  think  my  time  is  about  up.  Let  me  say  I 
will  follow  through  by  submitting  a  follow-through  question.  There 
is  one  thing  that  I  would  like  to  ask  because  I  think  you  are  going 
around  here  in  a  sort  of  a  vicious  circle,  and  the  Congress  has 
aided  in  that.  The  S.  &  L.'s  have  been  so  restructured  that,  like 
credit  unions — and  we  are  not  hearing  much  about  credit  unions 
and  banks.  We  are  hearing  about  the  emergencies  of  savings  insti- 
tutions. 

Let  me  assure  you  that  there  is  a  critical  area  there  that  I  think 
will  soon  burst  to  the  surface  in  both  areas — credit  unions  as  well 
as  banks,  small  banks. 

Now  as  I  have  seen,  and  with  abettance  of  the  Congress  and  be- 
cause some  people  call  it  greed — I  call  it  contention  in  the  market- 
place— S.  &  L.'s  did  not  mind,  as  long  as  they  thought  they  were 
getting  a  power  that  would  make  them  more  like  banks,  which  can 
do  more  than  credit  unions. 

Shucks,  credit  unions  own  banks  today.  But  when  you  do  that 
you  are  taking  them  out  of  the  traditional  channel.  What  is  the 
history  of  credit  unions?  What  is  the  history  of  savings  and  loans? 
And  we  have  done  this.  So  that  now  the  only  thing  that  is  being 
shouted  for  is  a  lifeline  to  preserve  them  right  now,  but  not  if  they 
are  preserved  to  go  back  to  their  original  purpose. 

In  the  case  of  savings  and  loans,  to  provide  the  mechanism  and 
the  resources  to  fire  the  engines  and  the  purchases  of  homes  and 
mortgages.  In  the  case  of  credit  unions,  the  1-percent  interest,  that 
was  the  thing  when  credit  unions  were  founded  and  what  was  the 
purpose  and  how  did  they  start?  What  are  they  today? 

And,  of  course,  as  inevitably  is  the  case,  the  old  Aesop's  fable  of 
the  clay  jar  trying  to  bump  against  the  iron  jars  floating  in  the 
stream  and  it  is  going  to  break.  They  cannot  compete. 

You  cannot  put  Mohammad  Ali  in  the  ring  with  a  flyweight  and 
expect  the  flyweight  to  win,  and  this  is  what  I  think  is  happening 
and  we  are  acting  as  if  it  is  not.  For  instance,  even  now  your  insti- 
tution has  diverted  a  tremendous  amount — and  I  do  not  know  how 
much  and  it  would  not  hurt  anything  to  have  it  in  the  record;  I 
would  like  to  have  it — in  order  to  bring  about  a  sort  of  an  emergen- 
cy savings  through  mergers. 

Now  what  is  the  limit  of  your  resources?  The  reason  I  ask  that  is 
that  there  is  a  lot  of  consternation  about  it  and  as  long  as  there  is 
this  consternation  and  this  murmuring  under  the  surface  so  when 
we  go  through  the  motions  here  of  a  resolution,  as  we  did  recently, 
saying  we  want  everybody  to  know  that  we  the  Congress  proclaim 
that  we  have  full  faith  in  credit  and  everything  is  going  to  be  all 
right,  don't  worry. 
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And  of  course  what  it  does  is  bring  a  negative  psychology  where 
people  really  begin  to  worry  because  they  will  say  well,  why  are 
you  saying  this.  You  are  not  doing  anything  about  it  in  the  resolu- 
tion. Why  are  you  saying  that?  And  it  is  the  same  thing  here. 

How  much  longer  can  the  institution  continue  its  merger  hilt  at 
the  rate  that  it  has  just  in  the  last  16  months? 

Mr.  Isaac.  I  would  be  happy  to  address  that  and  I  think  that 
should  be  part  of  this  record.  The  FDIC  during  the  past  6  months 
has  engaged  in  seven  assisted  mergers  of  mutual  savings  banks. 
They  were  all  large  institutions. 

Two  were  acquired  by  commercial  banks  and  the  other  five  were 
acquired  by  other  savings  banks.  The  estimated  cost  of  those  trans- 
actions to  the  FDIC  in  total  has  been  $983  million.  That  cost  is 
spread  out  over  a  substantial  period  of  years  and  will  varv  substan- 
tially, depending  on  what  happens  to  interest  rates.  If  interest 
rates  come  down  it  will  be  much  lower  than  that  and  we  would 
hope 

Mr.  St  Germain.  Supposing  they  go  up? 

Mr.  Isaac.  If  they  go  up,  the  cost  will  be  higher  than  that.  We 
would  hope  and  expect  that  the  cost  will  be  less. 

Mr.  St  Germain.  Does  the  projection  to  arrive  at  that  $980-some- 
odd  million  cost — does  it  anticipate  a  decrease  in  interest  rates  or  a 
constant  rate? 

Mr.  Isaac.  The  projections  assume  that  rates  will  never  come 
down.  They  will  stay  where  they  are. 

We  estimate  the  cost  of  the  income  maintenance  agreements  we 
have  been  entering  into  over  the  life  of  the  agreements,  assuming 
that  rates  never  come  down,  and  then  we  take  the  present  value  of 
that  cost  and  we  charge  our  fund  for  the  entire  amount  immediate- 
ly. So  it  is  a  very  conservative  accounting  treatment. 

Mr.  St  Germain.  I  am  wondering — may  I  interrupt,  Mr.  Chair- 
man? 

Chairman  Gonzalez.  Certainly. 

Mr.  St  Germain.  Did  Chairman  Pratt  leave  one  of  his  excellent 
staffers  here? 

All  right.  I  will  propound  a  question  to  Mr.  Pratt  and  I  do  not 
want  to  have  to  go  through  the  written  thing  because  we  accommo- 
dated him,  so  I  would  like  you  to  make  sure  that  he  gives  us  an 
answer  to  the  question  that  was  just  propoimded  to  Chairman 
Isaac,  to  wit:  I  think  that  there  were  28  mergers  last  ^ear  by  the 
FSLIC  and  that  it  was  at  a  cost  of  approximately  $1  bilhon. 

I  want  to  know  how  they  arrived  at  their  cost,  whether  they  pro- 
jected in  the  same  manner,  what  FSLIC  has  projected  in  the  same 
manner  as  has  FDIC,  to  wit,  the  worst  possible  scenario,  which  is  a 
constant  interest  rate.  So  I  would  like  him  to  answer  the  question 
in  the  same  manner  as  Mr.  Isaac  has  answered  it. 

I  think  that  is  most  important,  particularly  when  one  looks  at 
the  difference  in  what  is  contained  with  respect  to  funds. 

Thank  you,  Mr.  Chairman. 

Mr.  Isaac.  If  I  might  go  on 

Chairman  Gonzalez.  Yes,  sir,  because  the  second  half  of  my 
question  was  how  long  can  we  continue  to  do  this? 

Mr.  Isaac.  Right,  'ftie  FDIC  has — something  else  that  is  unique 
about  its  system — that  is,  our  assessment  S3rstem.  Each  year  we  are 
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required  by  law  to  give  back  to  the  banks  60  percent  of  their  pre- 
miums after  we  deduct  our  expenses  and  losses  for  the  year. 

As  a  result,  the  assessment  credit  is  reduced  when  we  have  losses 
and  60  percent  of  the  losses  are  covered  immediately  by  increased 
premiums  against  our  banks.  Thus,  while  we  spent  an  estimated 
$983  million  in  handling  the  seven  mergers,  we  recaptured  over 
$500  million  of  that  inmiediately  from  the  15,000  insured  banks 
around  the  coimtry,  so  that  the  net  out-of-pocket  cost  to  the  FDIC 
on  those  seven  mergers  was  about  $400  million. 

Last  year  we  spent  $747  million  on  three  savings  bank  mergers. 
Over  the  nearly  50-vear  history  of  the  FDIC,  prior  to  last  year,  we 
had  spent  a  total  of  $300  million  handling  all  bank  failures.  So  we 
spent  in  2  months  2  ¥2  times  as  much  as  we  had  spent  in  nearly  50 
years.  Despite  that,  the  FDIC  added  $1.3  billion  to  its  insurance 
fund  last  year  after  absorbing  the  full  impact  of  the  estimated  cost 
of  those  mergers.  Our  fund  is  now  $12.3  billion  and  growing.  It  will 
continue  to  grow  this  year.  It  will  continue  to  grow  next  year.  It 
will  continue  to  grow  the  year  after. 

Despite  the  problems  we  are  facing  in  the  mutual  savings  bank 
industry,  even  if  interest  rates  do  not  come  down,  our  fimd  can  go 
on  with  mergers  day  after  day  after  day.  There  is  no  threat  to  this 
fund  from  these  mergers. 

Chairman  Gonzalez.  Except  for  the  fact  that  in  doing  that  you 
are  in  effect  putting  into  concrete  the  gigantism  for  S.  &  L.'s  that 
now  are  interstate  affairs  and  therefore  would  tend  to  ignore  local 
situations  and  needs,  and  therefore  making  it  almost  irreversible  to 
resume  the  traditional  S.  &  L.  role  or  its  historical  role. 

I  think  that  disturbs  me  more  than  anything  else. 

Mr.  Isaac.  We  have  not  done  any  interstate  mergers  yet.  We 
have  tried,  but  have  not  effectuated  any  because  where  we  have 
had  the  option  of  going  out  of  State,  the  in-State  bidders  have 
always  bid  aggressively  enough  to  win  the  bidding. 

We  do  think  that  having  the  option  of  going  interstate  is  highly 
desirable.  It  has  saved  a  substantial  amount  of  money  for  the  FDlC 
where  it  has  been  available. 

For  example,  in  Minnesota,  the  State  le^lature  in  4  days,  by 
unanimous  vote,  passed  emergency  legislation  allowing  us  to  con- 
vert a  $1  billion  mutual  savings  bank  into  a  full  service  commer- 
cial bank  and  to  offer  it  for  sfide  across  State  lines  to  out-of-State 
bank-holding  companies.  As  a  result  of  that  legislation,  the  FDIC 
saved  approximately  $60  million. 

We  finally  did  the  transaction  at  an  estimated  cost  to  us  of  $95 
million.  Prior  to  the  passage  of  the  legislation  we  were  stuck  some- 
where up  in  the  $155  million  range. 

Mr.  St  Germain.  What  was  the  size  of  that  institution? 

Mr.  Isaac.  The  failing  institution  in  Minnesota  was  $1  billion  in 
size. 

Out  in  the  State  of  Washington,  we  recently  handled  a  merger  at 
a  cost  of  $47  million.  But  bemre  we  sought  interstate  proposals  on 
that  transaction  our  cost  would  have  been  $70  million.  We  think 
the  interstate  option  is  a  good  one  to  have  and  that  is  one  reason 
why  we  like  the  regulators  bill. 

As  far  as  the  effect  of  these  mergers  in  terms  of  loss  of  local  con- 
trol, that  has  not  really  happened  because  we  have  not  sold  Uie  in- 
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stitutions  outside  of  the  local  territory.  I  think  the  mergers  we 
have  done  so  far  have  been  rather  efficient  mergers. 

There  is  a  lot  to  be  said  for  a  merger  as  opposed  to  capital  infu- 
sion. Capital  infusion  preserves  weak  management,  whereas  a 
merger  strengthens  management.  It  is  very,  very  difficult  to  attract 
quality  people  to  an  institution  that  has  been  propped  up  by  the 
government  and  is  existing  solely  by  virture  of  a  subsidy. 

It  has  been  our  experience  that  one  of  the  big  flaws  in  a  capital 
infusion  plan  is  the  difficulty  in  keeping  good  people  in  the  bank  or 
getting  good  new  people  to  come. 

Second,  a  merger  enables  you  to  achieve  some  operating  efficien- 
cies. You  may  have  an  ability  to  close  down  some  duplicate  branch 
offices.  You  may  be  able  to  get  rid  of  an  extra  data  processing  fa- 
cility. You  may  be  able  to  eliminate  some  executive  jobs. 

When  you  do  a  capital  infusion,  as  we  said  in  our  testimony,  we 
think  that  the  only  appropriate  way  to  do  that — ^when  you  are  put- 
ting public  funds  in  an  institution — is  to  take  some  control  over  it, 
to  have  some  control  over  the  management,  to  have  some  control 
over  the  practices  and  the  operating  procedures  of  the  institution. 

We  are  troubled  by  that.  We  think  you  have  to  have  that  control 
if  you  are  going  to  hand  out  taxpayer  money  or  FDIC  money.  But, 
at  the  same  time,  we  do  not  like  having  that  kind  of  control  vested 
in  a  Government  agency. 

We  would  much  rather  do  a  merger  and  let  the  acquirer  run  the 
operation  as  it  sees  fit  without  our  control  and  onlv  exercise  our 
authority  if  there  is  something  very  abusive  or  terribly  out  of  line 
going  on  in  the  bank. 

You  can  do  that  with  a  merger  because  you  are  not  just  handing 
out  a  subsidy.  You  have  an  institution  that  has  good  management 
in  it  and  can  run  itself. 

Mr.  St  Germain.  But  aren't  you  injecting  funds  in  a  merger? 
You  have  to. 

Mr.  Isaac.  Yes,  we  are. 

Mr.  St  Germain.  That  being  the  case,  can  you  differentiate  be- 
tween capital  infusion  by  means  of  a  certificate  and  direct  use  of 
FDIC  funds? 

Mr.  Isaac.  Yes.  I  can  distinguish  that,  Mr.  Chairman. 

Mr.  St  Germain.  Money  is  money,  right? 

Mr.  Isaac.  When  we  do  a  merger,  we  put  funds  in  to  compensate 
the  acquiring  institution,  not  to  provide  it  a  subsidy.  The  funds 
compensate  the  acquiring  institution  for  the  losses  that  we  are 
asking  them  to  take  over  in  the  merger.  They  are  doing  us  a  serv- 
ice. A  deposit  payoff  of  the  seven  savings  banks  would  luive  cost  us 
$2.2  billion  instead  of  the  $983  million  that  the  mergers  cost  us. 

Mr.  St  Germain.  Let  me  ask  you  a  question  there,  if  I  may. 
When  you  talk  about  that  cost,  is  that  the  cost  to  pay  off  the  de- 
positors up  to  $100,000,  period? 

Mr.  Isaac.  That  is  correct. 

Mr.  St  Germain.  Because  ^ou  know  in  mergers  over  a  long 
period  of  time,  and  the  insuring  agencies  have  gone  beyond  the 
real  mandate  in  utilizing  the  merger  process  and  protecting  a  great 
many  parties  other  than  the  depositors.  Are  you  getting  my  ques- 
tion? 

Mr.  Isaac.  Yes. 
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Mr.  St  Germain.  Now  I  will  iterate  my  question.  When  you  talk 
about  the  costs,  the  potential  costs,  are  you  talking  about  the  po- 
tential costs  of  the  payoff  of  the  depositors  up  to  $100,000  per  ac- 
count or  are  you  talking  about  those  other  costs? 

Mr.  Isaac.  No,  the  $2.2  billion  would  have  been  the  cost  of 
paying  off  the  depositors  up  to  the  insurance  limit. 

If  I  could  go  back  to  the  merger  topic,  as  I  said,  we  are  trying  to 
compensate  the  acquiring  institution  for  taking  over  our  losses  and 
so  it  is  not  a  subsidy.  The  acquiring  institution  is  a  sound,  well- 
managed  institution  so  there  is  no  need  for  the  operating  controls 
on  it  that  you  would  have  to  place  on  an  institution  that  you 
propped  up. 

Mr.  St  Germain  [presiding].  I  am  sorry  Chairman  Gonzalez  had 
to  leave,  because  I  am  not  sure  whether  I  wanted  to  ask  you  ques- 
tions or  ask  him  questions. 

Among  other  things,  I  wanted  to  observe  to  him  that  indeed 
credit  unions  and  small  commercial  banks  are  included  in  the  leg- 
islation that  I  have  introduced.  I  would  say  to  my  two  colleagues 
who  are  here,  we  can  go  back  and  forth  here,  so  interrupt  any  time 
you  would  like.  I  would  like  to  get  sort  of  a  trend  going. 

Is  that  all  right  with  you,  Steny? 

Mr.  Hoyer.  Yes. 

Mr.  St  Germain.  No.  1,  in  your  colloquy  with  Chairman  Gonza- 
lez you  stated  that  the  marketplace  will  provide  the  financing  €uid 
that  we  should  not  be  too  concerned  about  insuring  that  the  thrift 
industry  continues  to  be  the  deliverer  of  these  funds  for  mortgage 
financing.  Do  you  refer  to  the  secondary  market  in  this  sense?  Is 
that  what  you  primarily  have  in  mind? 

Mr.  Isaac.  I  believe  that  commercial  banks  and  savings  and  loan 
associations  even  with  their  broader  asset  powers  will  supply  mort- 
gage credit  upon  terms  that  the  market  will  dictate.  If  they  do  not, 
then  Merrill,  Lynch  or  Prudential  or  somebody  else  will. 

I  was  not  arguing  that  there  should  not  be  a  subsidy  for  housing. 

Mr.  St  Germain.  Mr.  Isaac,  I  tell  you,  one  of  the  big  problems 
with  the  additional  powers  of  thrifts,  among  many,  is  the  fact  that 
when  you  listen  to  the  realtors  and  the  homebuilders  sitting  in  the 
seats  down  there  and  if  you  look  at  their  testimony  and  their  pro- 
nouncements they  are  very  concerned  about  additional  powers  for 
thrifts  lest  they  not  have  a  source  of  mortgage  financing  and  mort- 
gage financing  is  the  lifeblood  of  those  two  industries. 

So  maybe  sometime  you  ought  to  address  them  and  tell  them 
where  they  are  going  to  get  their  money  from,  and  that  might  help 
the  legislation,  that  we  give  additional  powers  to  thrifts. 

Mr.  Isaac.  Mr.  Chairman,  all  I  am  saying  is  that  if  it  makes  eco- 
nomic sense  to  make  a  housing  loan,  then  a  thrift  or  commercial 
bank  or  Merrill,  Lynch  or  American  Express  or  Sears  or  somebody 
will  provide  the  money  to  make  that  loan. 

Mr.  St  Germain.  I  do  not  mean  to  debate  it  with  you,  Mr.  Isaac. 
What  I  say  is  why  don't  you  go  talk  to  them  and  explain  that  to 
them? 

Mr.  Isaac.  If  it  does  not  make  economic  sense  to  make  that  loan, 
I  do  not  want  our  financial  institutions  making  those  loans  without 
some  kind  of  subsidy. 

Mr.  St  Germain.  Right. 
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Mr.  Isaac,  and  again  to  Mr.  Pratt,  the  same  question.  We  are 
going  to  introduce  new  legislation  substituting  a  net  worth  guaran- 
tee certificate  for  the  actual  cash.  Now,  under  the  original  l^isla- 
tion  the  institutions  which  would  receive  cash  would  have  paid  in- 
terest at  the  prevailing  rate  that  the  Treasury  pays. 

And  then  we  said  gee  whiz,  well,  they  are  not  really  going  to  get 
any  money,  one  argument  would  be  well,  if  I  charge  them  any  in- 
terest, because  they  are  not  getting  actual  cash,  there  is  no  cost  to 
the  Treasury  until  such  time  as  that  were  to  occur,  which  is  aca- 
demic because  the  only  time  it  would  ever  cost  the  Treasury  would 
be  if  the  institution  fsols,  so  maybe  that  makes  it  a  little  easier  for 
the  institution  to  right  itself. 

However,  in  view  of  both  what  both  you  and  Mr.  Pratt  have  said, 
do  you  think  it  would  be  wise  to  have  a  fee,  as  we  had  in  other 
assistance  legislation,  which  fee  would  then  provide  an  incentive 
for  them  to  work  their  way  out  that  much  more  expeditiously? 
That  there  be  a  fee  attached  for  net  worth  guarantee  certificated? 

If  you  are  not  prepared  to  answer  it  now,  would  you  include  that 
with  your  recommendations? 

Mr.  Isaac.  Let  me  just  talk  generally,  conceptually,  about  the 
program  and  mention  something  that  we  have  thought  about  doing 
at  times  in  the  past  ourselves.  As  you  know,  a  year  or  so  ago  we 
asked  for  13(c)  of  our  act  to  be  amended  to  give  us  a  greater  flexi- 
bility to  provide  capital  infusion.  What  we  had  in  mind  there 

Mr.  St  Germain.  If  you  would  explain  that  for  the  members,  I 
think  what  you  are  referring  to  is  that  you  would  not  have  to  make 
a  finding  that  it  is  essential  to  the  welfare  of  the  community. 

Mr.  Isaac.  Yes,  "essentiality." 

Mr.  St  Germain.  Right  now,  you  are  precluded  from  assisting 
unless  you  can  make  that  finding. 

Mr.  Isaac.  Correct,  and  that  is  a  very  difficult  finding  to  make  in 
markets  like  New  York.  What  we  had  in  mind  was  establishing 
some  objective  criteria  for  when  an  institution  would  become  eligi- 
ble. For  example,  there  would  be  a  net  worth  test. 

Net  worth  would  have  to  fall  down  below  a  certain  amount 
before  the  bank  would  be  eligible  to  be  considered.  We  would  be 
wQling  to  provide  a  capital  infusion  up  to  a  certain  maximum 
amount  of  assets.  And  we  would  probably  do  it  through  the  ex- 
change of  paper.  The  institution  would  issue  us  a  non-interest-bear- 
ing, subordinated  note,  and  we  would  acquire  that  in  exchange  for 
our  note  bearing  market  rate  of  interest. 

So  that  on  the  one  hand,  the  institution  would  be  issuing  a  note 
with  a  zero  rate  of  interest;  on  the  other  hand,  we  would  be  paying 
to  that  institution  a  market  rate  of  interest  on  our  note.  The  inter- 
est rate  difference  would  be  a  subsidy  that  would  help  to  turn  the 
institution  around  and  prevent  us  from  having  to  do  a  merger. 

Let  us  just  say  that  the  maximum  we  were  willing  to  commit  to 
any  one  institution  was  an  amount  equal  to  5  percent  of  its  assets. 
That  means  that  if  the  market  rate  is  somewhere  in  the  vicinity  of 
15  percent,  we  would  be  providing  75  basis  points  per  year  earnings 
suteidy.  If  the  institution  were  losing  more  than  75  basis  points  per 
vear,  you  would  not  enter  into  this  program  with  it  because  the 
bank  is  not  going  to  make  it;  it  is  not  going  to  continue  to  lose 
money. 
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finhaamiallY  more  than  75  basis  poims.  so  w  voold 
tbem  oat  even  if  we  bad  had  sodi  aprograizL  Bmiliei 
loang  a  much  "^^^*^  amoant — and  yen  can  plaj  with  tiieae  nom- 
berE  and  aef  ibem  abcie^w  yoa  vissh — could  be  aided  with  this. 
Under  this  kind  of  program  yoa  wooJd  ncc  have  to  gee  into  a  lot  of 
the  flMJTnmkairMii^^M  dccail  that  Mr.  Pran  was  warned  about  in 
verms  of  trying  to  control  the  sobEadNr  for  operating  costs,  etc 

What  I  would  sav  is  kc  us  sec  a  majdmum  amount  of  sufaaU^ 
that  we  are  willing  to  give  one  of  these  izstxtntions  and  either  it 
makes  it  or  it  does  not.  Then  they  have  got  every  incentive  in  the 
world  to  reduce  costs  becaxise  the  more  they  reduce  costs,  the  more 
they  are  going  to  earn.  It  {daces  the  foil  burden  of  that  on  them. 

Sir.  St  Gckmaix.  WelL  dxln^t  they  have  the  same  incentive  prior 
to.  to  reduce  costs — if  not  to  earn  more,  to  kee  less? 

Mr.  Isaac.  Right  now?  Sure.  Without  assiscance  they  have  that 
incentive,  and  under  an  assistance  program  along  the*  lines  I  just 
described  they  would  have  the  same  incentive,  because  there  wwld 
be  a  T3-basis  points  subsidy  coming  in.  and  they  oodld  still  have 
every  incentive  to  make  all  the  money  they  could  make  cm  top  of 
that.' 

Mr.  St  Gckmaix.  A  few  nx>re  questions.  You  broo^t  up  in  your 
testimony  and  pointed  to  the  problem  erf*  franchise  tax  in  certain 
States.  In  loddng  at  the  legi^tion  and  trying  to  tailn-  it,  it  is 
rather  diCBcult  to  meet  some  of  the  unique  situations  that  prevail 
in  various  states  and  various  jurisdictions^  Also*  there  are  some 
SBC  rules  and  regulations  to  contend  with. 

Under  the  circumstances,  one  way  would  be  to  say  to  you  and 
Mr.  Pratt  could  you  provide  and  tell  us  what  specific  lavrs  preaent 
problems  in  terms  of  capital  infusion  or  network  guarantees  and 
suggest  how  we  might  b^  handle  the  conflicts.  But  my  thou|^t  is 
perhaps  the  only  way  to  do  this*  rather  than  trying  to  find  each 
and  every,  and  probably  miss  a  few.  would  be  to  provide  an  over^ 
ride  preemption  for  those  institutions  that  are  ass^ted  by  this  leg- 
islation. 

Would  you  address  yourself  to  that  in  making  your  recommenda- 
tions, as  well,  because  that  is  one  of  the  tacky  problems  that  has 
been  bothering  us.  I  think  you  perhaps  answered  a  good  bit  of  this. 
I  do  not  know  if  you  have  any  further  thoughts. 

FSLIC,  as  you  know,  has  used  what  is  known  as  the  paper^capital 
approach  and  is  using  it.  Do  you  have  reser\*ations — I  understand 
you  have  got  serious  reservations  about  it  and  you  have  not  used 
this.  Does  this  go  beyond  the  thought  that  you  expressed,  that  it 
does  not  do  much  for  management— incentives^  et  cetera?  You  have 
other  reservations  about  it?  The  capital  infusions? 

Mr.  Isaac.  I  think  the  reservations  that  >Ki*e  ha\-e  about  ^pital 
infusions  are  the  ones  we  stated.  1  would  state  it  this  way.  Where 
you  can  do  a  merger  at  a  reasonable  cost — a  cost  approximating 
the  cost  of  capital  infusions— you  ought  to  do  the  merger.  Where 
you  cannot  do  the  merger— either  because  you  have  too  many  insti- 
tutions coming  at  you  and  not  enough  bu>-ers  or  because  the  price 
of  the  merger  is  way  too  high  compared  to  the  cost  of  capital  infu- 
gi0n_then  you  have  got  to  consider  the  capital  infusion. 
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But  in  situations  where  you  have  an  adequate  number  of  strong 
buyers,  which  we  have  had  to  date,  and  where  you  can  effectuate 
the  mergers  at  a  reasonable  cost  in  relationship  to  the  price  of  cap- 
ital infusion,  I  would  prefer  to  do  a  merger.  I  think  it  will  be  a 
stronger  institution  that  is  of  much  more  value  to  its  community. 

Mr.  St  Germain.  Previous  assistance  legislation  that  we  adopted 
ordinarily  has  had  or  required  G AO  audits  of  the  entities  that  have 
been  assisted.  When  you  look  at  the  numbers,  perhaps  not  within 
your  jurisdiction  but  that  of  Chairman  Pratt — and  again,  I  address 
this  to  Chairman  Pratt  as  well — it  would  seem  as  though  GAO 
audits  of  the  assistees  would  probably  be  a  monumental  task. 

However,  I  would  like  your  reaction  to  a  GAO  audit  of  the  assist- 
ance program  itself.  Would  you  have  any  objections  to  that? 

Mr.  Isaac.  A  GAO  audit  of  the  assistance  program?  Offhand,  I  do 
not  know.  I  guess  I  assumed  that  would  come  with  it.  [Laughter.] 

Mr.  St  Germain.  You  have  answered  the  question.  One  last  ques- 
tion. You  have  made  your  case  as  far  as  the  philosophy  that  merg- 
ers are  preferable  to  capital  infusion.  You  have  been  able  to  effec- 
tuate mergers  to  date.  In  Minnesota  you  had  the  cooperation  of  the 
state  legislature. 

But  it  has  been  my  feeling,  at  least  in  the  case  of  the  S.  &  L.'s — 
and  I  do  not  know  and  that  is  why  I  woould  like  to  ask  you  this 
question — that  as  far  as  mergers  are  concerned,  we  are  going  to 
reach  a  saturation  point  with  just  so  many  institutions  out  there 
that  want  to  acquire  ailing  institutions,  whether  it  be  one-on-one, 
mutual-to-mutual,  or  commercial  and  mutual.  Let  us  face  it,  once 
Chase  Manhattan  purchases  a  savings  bank,  how  many  more  do 
they  need.  And  let  s  say  you  were  to  go  interstate.  Bank  America 
came  in  and  bought  an  savings  bank  in  New  York.  They  buy  one 
€Uid  that  is  it. 

Have  you  done  an  analysis  there  as  to  how  many  potential  brides 
you  have  out  there  that  are  ready,  willing  and  able? 

Mr.  Isaac.  I  think  you  may  reach  the  saturation  point.  I  don't 
think  we  are  in  any  danger  of  reaching  it  anytime  soon.  The  situa- 
tion on  the  S.  &  L.  industry  is  entirely  different,  though,  because 
you  have  many  more  institutions  you  are  talking  about.  There  are 
5,000  or  so  savings  and  loan  associations;  there  are  roughly  370 
mutual  savings  banks. 

Mr.  St  Germain.  By  the  way,  remember  what  I  said.  Don't  you 
have  some  commercials  out  there  that  have  got  20  percent  or 
better  invested  in  home  mortgage  lending,  some  of  them  very  high 
home  mortgage  lending? 

Mr.  Isaac.  Yes. 

Mr.  St  Germain.  Do  you  have  any  of  the  small  banks  like  the 
country  banks  that  might  well  be  in  need  of  assistance  in  the  near 
future  because  of  their  large  mortgage  portfolios? 

Mr.  Isaac.  We  have  nothing  unusual  occurring  in  the  commer- 
cial banking  sector  at  the  moment. 

Mr.  St  Germain.  No  potentials? 

Mr.  Isaac.  There  are  £dwa3rs  potential  failures  in  the  commercial 
bankii^  industry,  but  nothing  unusual. 

Mr.  Sr  Germain.  I  mean  failures  due  to  the  fact  that  they  have  a 
large  portfolio  of  low-yielding  mortgages. 
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Mr.  Isaac.  No  potential  failures  on  account  of  that  that  I  am 
aware  of. 

Mr.  St  Germain.  None  approaching  it,  more  so  than  3  or  4  years 
ago  before  this  long  period  of  high  interest  rates? 

Mr.  Isaac.  I  am  sure  that  this  period  has  caused  some  problems 
for  some  commercial  banks. 

Mr.  St  Germain.  That  is  why  we  included  them  in  the  legisla- 
tion. 

Mr.  Isaac.  I  am  sure  that  it  has  caused  some  problems  for  com- 
mercial banks,  but  if  so  they  are  fairly  isolated  problems.  We  do 
not  have  a  systemic  problem  in  the  commercial  banking  sector 
right  now. 

Mr.  HoYER.  I  don't  have  a  question  about  the  specific  legislation, 
but  about  the  analysis.  I  have  been  reading  Mr.  Pratt's  t^timony, 
which  I  am  sure  you  have  heard.  But  in  regard  to  how  interest 
rates  apply  to  failures  and  what  that  will  ultimately  cost,  we  hear 
a  lot  of  talk  about  the  deficit  relationship  to  interest  rates. 

Have  your  people  made  an  assumption  that  projects  how  deficit 
rates  affect  interest  rates?  In  other  words,  let  us  say  by  some 
stroke  of  political  genius  both  the  White  House  and  the  Congress 
could  agree  on  a  program  that  would  bring  the  deficit  down  to,  say, 
$50  billion  for  fiscal  year  1983,  and  to  a  point  lower  than  that  in 
fiscal  year  1984.  What  effect  would  that  have  on  interest  rates  in 
terms  of  basis  points,  which  I  really  do  not  understand  other  than 
1  equals  100? 

How  many  points  would  that  make?  It  is  obviously  very  impor- 
tant. There  are  obviously  tradeoffs  in  trying  to  get  the  deficit 
down.  If  we  traded  off  and  got  down  to  $50  billion,  how  much  does 
that  get  us  in  terms  of  an  interest  rate  reduction? 

Mr.  Isaac.  I  would  just  say  generally  we  are  not  trying  to  engage 
in  the  business  of  forecasting  rates.  That  is  why  we,  in  making  our 
assumptions  about  the  costs  of  these  transactions,  simply  assume  a 
constant  rate.  There  is  really  no  basis  upon  which  to  say,  well,  the 
rate  is  going  to  go  up  or  the  rate  is  going  to  go  down.  You  just  take 
what  you  have  got  at  the  moment  and  project  it  out.  That  is  prob- 
ably as  good  a  guess  as  anybody  could  come  up  with. 

I  think  that  our  experts  feel  that  if  we  could  get  the  budget  defi- 
cit down,  it  would  be  quite  helpful  in  terms  of  bringing  interest 
rates  down.  But  interest  rates  are  up  right  now,  primarily  due  to 
concerns  about  that  deficit.  If  we  could  pare  it  away  and  give  the 
market  some  confidence,  the  rates  might  go  down  fairly  significant- 
ly. 

Mr.  HoYER.  What  do  you  mean  by  fairly  significantly? 

Mr.  Isaac.  It  is  hard  to  say,  but  real  rates  are  very,  very  high 
right  now,  and  it  seems  that  one  of  the  major  causes  of  that  is  ti^e 
concern  people  have  about  the  deficits  and  the  possibility  that  we 
are  going  to  have  a  rekindling  of  inflation. 

Mr.  HoYER.  OK.  Who  would  be  the  proper  person  to  ask  that 
question? 

Mr.  Isaac.  Chairman  Volcker  or  Secretary  Regan.  I  am  sure  they 
would  be  able  to  voice  some  opinions  about  what  would  happen  to 
rates  if  certain  things  happened  to  the  deficit. 

Mr.  HoYER.  Thank  you. 
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Mr.  ScHUMER  [presiding].  Mr.  Hoyer,  are  you  through  with  your 
questions?  Thank  you.  Mr.  Wylie — our  distinguished  ranking  mi- 
nority member  of  this  subcommittee.  No  he  is  not.  It  is  the  other 
subcommittee. 

Mr.  Wyue.  Second-ranking  minority  member. 

Mr.  ScHUMER.  Second  on  this;  first  on 

Mr.  Wylie.  The  banking  minority  member  had  to  go  to  Ohio,  so 
maybe  I  am  the  ranking  member  now. 

Be  that  as  it  may,  thank  you  very  much,  Mr.  Isaac,  for  your  tes- 
timony. The  industry  said  in  testifying  last  Thursday,  the  FSLIC 
and  FDIC's  primary  orientation  is  protection  of  depositors  and  not 
preservation  of  institutions.  He  went  on  to  recommend  that  the 
regulators  be  relieved  of  such  subjective  eligibility  judgments  as  a 
determination  of  reasonable  prospects  for  long-time  viability.  Has 
somebody  else  laid  this  on  you? 

Mr.  Isaac.  I  hear  that  on  occasion. 

Mr.  Wylie.  You  have  heard  it  before?  On  the  ground  that  the  ca- 
pricious turns  of  the  interest  rate  cycles  and  the  haphazard  dis- 
eases of  the  DIDC  assessments  make  it  very  difficult  if  not  impossi- 
ble. You  say  on  page  3  of  your  testimony  that  our  first  tenent  is 
that  the  assistance  would  be  available  only  on  a  selective  basis. 
Inept  management  should  not  be  subsidized  with  funds  intended  to 
provide  temporary  relief  for  unexpected  and  unprecedented  eco- 
nomic conditions. 

So  what  you  are  sa3ring,  in  effect,  is  make  them  merge  if  it  looks 
like  they  cannot  make  it.  Make  them  merge. 

Mr.  Isaac.  Yes. 

Mr.  Wyue.  Which,  of  course,  would  reduce  the  number  of  institu- 
tions. 

In  the  short  term,  do  you  think  that  there  might  be  some  psycho- 
logically bad  impact  to  requiring  a  lot  of  S.  &  L.'s  to  merge  in  that 
people  and  the  public  do  not  distinguish  necessarily  between  banks 
and  savings  and  loans?  And  if  it  looks  as  if  there  are  a  lot  of  S.  & 
L.'s  on  the  verge  of  merger  or  failure,  that  the  public  might  get  the 
idea  that  we  are  in  serious  difficulty  vis-a-vis  the  savings  institu- 
tion? 

Mr.  Isaac.  I  think  there  is  increasing  public  concern  about  this. 
The  media  has  paid  more  and  more  attention.  The  cover  of  one  our 
major  news  magazines  a  week  or  so  ago  had  a  feature  on  this.  I 
think  there  is  some  danger  with  respect  to  the  public  psychology. 

I  agree  with  the  characterization  of  the  industry  spokesman  who 
said  that  we  are  concerned  with  protecting  depositors  and  not  de- 
pository institutions  as  such.  That  is  our  statutory  mission:  to  pro- 
tect insured  deposits,  not  to  protect  individual  institutions.  I  would 
hope  our  statutory  mission  would  never  be  changed. 

I  believe  in  the  marketplace.  What  we  need  to  do  is  make  sure 
that  when  institutions  run  into  difficulties,  we  bring  stability  to 
the  system  by  handling  the  failures  in  the  proper  way.  In  many 
cases,  that  wUl  be  merger.  If  it  gets  to  be  too  many — if  you  do  not 
have  enough  good  sound  buyers  and  you  cannot  handle  the  merger 
at  reasonable  costs — then  capital  infusion  may  be  appropriate.  But 
the  object  should  not  be  to  preserve  individual  institutions  from 
failure,  but  to  bring  stability  to  the  system. 
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Mr.  Wylie.  I  would  agree  with  that  long  term.  But  I  am  con- 
cerned, as  you  may  have  heard  my  question  to  Mr.  Pratt  along 
those  lines  and  I  want  to  ask  vou  about,  the  action  of  the  DIDC 
yesterday.  Do  you  think  that  helps  S.  &  L.'s  in  the  short  term? 

Mr.  Isaac.  1  think  the  action  of  the  DIDC  was  a  mistake,  €md  I 
voted  against  it. 

Mr.  Wylie.  Are  you  the  only  one  that  voted  against  it? 

Mr.  Isaac.  Yes.  It  was  4  to  1.  I  thought  it  was  a  mistake  for  sev- 
eral reasons.  One,  I  think  it  is  philosophically  wrong  for  the  com- 
mittee, which  has  been  charged  with  deregulating  interest  rates,  to 
come  up  with  an  instrument  that  has  a  differential  on  it  that  is 
trying  to  direct  fimds  flows.  The  direction  we  got  from  Congress 
was  to  get  out  of  that  business.  We  came  up  with  a  new  instrument 
that  got  us  back  into  it. 

Sea)nd,  I  think  that  the  instrument  will  hurt  mutual  savings 
banks,  particularly  in  New  York  City,  which  have  a  substantial 
portion  of  their  money  still  in  passbook  accounts.  Over  30  percent 
of  their  deposits  are  in  passbook  accounts — and  50  percent  of  those 
passbook  funds,  by  dollar  amount,  are  in  accounts  with  a  balance 
of  $10,000  or  more.  I  believe  you  will  see  some  transfers  from  those 
passbook  funds  over  to  this  higher  cost,  3-month  instrument  and 
that  will  hurt  the  savings  banks. 

I  disagree  with  Mr.  Pratt.  He  thinks  it  will  bring  in  substantial 
new  money.  I  do  not  think  that  the  instriunent  will  bring  in  a  sub- 
stantial amount  of  new  money.  If  I  believed  that,  I  might  have 
voted  for  it. 

I  believe  it  will  not  be  competitive  with  the  money  market  funds 
and,  basically,  what  you  will  see  is  a  transfer  from  passbook  ac- 
counts and  from  6-month  CD's  into  this  one.  You  will  also  see  some 
transfers  from  commercial  banks  over  to  thrifts. 

I  disagree  with  that.  I  do  not  think  we  ought  to  be  taking  the 
deposit  customers  of  commercial  banks  and  trying  to  shift  them 
over  to  thrifts  to  help  solve  this  problem.  The  problem  is  not  depos- 
it outflows  from  thrifts  to  commercial  banks.  That  has  not  been 
happening  to  an^  d^ee.  The  commercial  banks  have  also  been  ex- 
periencing sluggish  deposit  growth. 

The  problem  is  that  nearly  $200  billion  has  flowed  to  money 
market  funds.  We  are  either  goin^  to  have  to  start  res^ulating 
money  market  funds  or  we  are  gomg  to  have  to  deregumte  the 
banks  and  thrifts  so  that  they  can  attract  this  money. 

That  is  what  I  was  arguing  in  the  meeting  the  other  day.  I 
wanted  to  adopt  an  instrument  that  was  much  more  market-orient- 
ed to  attract  new  money  into  thrifts  and  banks  alike,  rather  than 
simply  dividing  the  shrinking  pie  in  a  different  way. 

Mr.  Wyue.  Have  you  made  a  suggestion— and  I  probably  should 
know  this,  but — have  vou  made  a  suggestion  as  to  whether  we 
should  deregulate  r^ulated  financial  institutions,  or  regulate  the 
deregulated  financial  institutions?  I  call  money  market  funds  a 
deregulated  financial  institution  now,  which  the^  are.  And  I  ask 
that  Question  advisedly  because  I  put  in  a  bill  which  would  provide 
for — St  Germain  says  I  cannot  understand  why  you  keep  asking 
that  question. 

The  problem  is  that  I  am  again  frustrated  to  know  where  in  the 
devil  to  go  with  this  thing,  and  I  put  it  in  a  little,  simple  biU  which 


Digitized  by 


Google 


1545 


would  provide  discretion  of  the  Federal  Reserve  Board  to  impose 
reserves  on  transaction  accounts,  on  the  theory  that  if  it  looks  like 
a  transaction  account,  and  waddles  like  a  transaction  account  and 
quacks  like  a  transaction  account,  it  probably  is  a  transaction  ac- 
count. 

And  if  we  say  we  ought  to  have  reserve  requirements  on  regulat- 
ed financial  institutions  on  those  in  order  to  get  a  handle  on  mone- 
tary policy  and  all  that  good  stuff  and  provide  stability  in  the  econ- 
omy, what  is  wrong  with  that? 

Well,  I  will  tell  you  one  thing  that  is  wrong.  Within  about  a 
week  after  I  put  that  bill  in,  somebody  pushed  the  computer  and  I 
got  3,000  letters  from  people  in  my  district  that  said  they  all  had 
money  market  funds  and  they  did  not  want  me  to  stop  them  from 
getting  money  in  a  savings  account  for  the  first  time  in  history. 
And  Lord  knows,  I  do  not  want  to  do  that.  Nobody  else  does. 

[Laughter.] 

Mr.  Wyue.  But  what  in  the  devil  is  the  answer  to  this?  Have  you 
staked  out  a  position,  or  are  you  saying  you  have  got  to  decide  one 
way  or  the  other  still? 

Mr.  St  Germain.  Excuse  me,  I  thought  the  name  was  Isaac.  You 
are  looking  for  Solomon. 

Mr.  Wyue.  Well,  I  am  looking  for  Solomon.  He  may  be  Solomon, 
I  don't  know. 

Mr.  Isaac.  I  don't  have  an  answer  for  your  political  problem.  My 
preference  would  be  to  see  banks  and  thrifts  deregulated  rather 
than  to  see  money  market  funds  regulated. 

Now,  the  reserve  issue  is  a  different  question,  though.  It  is  not 
just  a  question  of  regulation;  it  is  a  question  of  do  we  need  reserves 
on  money  market  funds  for  monetary  control  purposes.  If  we  do, 
then  we  ought  to  put  them  on.  If  we  don't  need  reserves  on  money 
market  funds  for  monetary  control  purposes,  then  we  had  better 
re-examine  the  question  of  whether  we  need  them  on  banks. 

Mr.  Wyue.  Well,  I  agree  with  that,  but  that  is  a  degree  of  regula- 
tion. I  mean  it  is  an  added  cost. 

Mr.  Isaac.  But  I  am  sa3ring  that  I  would  not  be  a  proponent  of 
reserves  on  money  market  funds  simply  because  the  banks  are  car- 
rying some  burden  and  we  ought  to  equalize  it.  That  would  not  be 
the  reason  I  would  advocate  reserves  on  money  market  funds. 

I  believe  it  comes  down  to  a  question  of  whether  you  need  them 
for  monetary  control  purposes.  If  you  do,  then  we  ought  to  put 
them  on.  If  we  do  not,  then  I  would  go  back  and  ask  whether  we 
really  need  them  on  banks.  And  if  we  do  not,  then  we  ought  to  get 
rid  of  them  on  banks. 

Mr.  Wyue.  Well,  that  is  a  6-months  debate.  We  went  through 
that  when  we  passed  the  bill. 

But  I  am  thinking  that  we  do  need  to  do  something  for  the 
thrifts  on  a  short-term  basis.  I  do  not  think  that  we  can  just  allow 
wholesale  mergers  or  wholesale  failures.  And  I  think  when  you 
talk  about  mergers  and  these  other  suggestions  that  you  have 
made  this  morning  as  to  what  we  should  do  for  the  S.  &  L.'s,  then 
that  is  fine  if  the  economy  is  healthy  and  interest  rates  are  down 
where  they  should  be,  and  then  we  can  do  it  in  kind  of  an  orderly 
fashion. 

But  we  are  not  in  an  orderly  fashion  atmosphere  right  now. 
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Mr.  Isaac.  Let  me  add  something  to  that.  I  think  when  you  start 
talking  about  temporary  measures  to  carry  us  through  a  period, 
that  may  be  another  subject  altogether.  I  mean,  you  can  argue  that 
we  ought  to  deregulate  but  nevertheless  impose  some  kmd  of  a 
temporary  regulation  in  order  to  get  us  there.  In  fact,  DIDC  did 
that  on  Monday.  It  imposed  a  regulation  which  is  intended  to 
transfer  money  from  banks  to  thrifts. 

If  you  could  swallow  that  action,  certainly  you  could  swallow  a 
measure  which  would  intentionally  channel  money  from  money 
market  funds  to  regulated  depository  institutions.  I  believe  it  would 
be  substantially  more  equitable  than  what  occurred  on  Monday. 

Mr.  Wylie.  How  do  we  do  it?  I  am  ready.  How  do  we  do  it? 

Mr.  Isaac.  I  guess  you  have  got  to  figure  out  a  way  to  turn  that 
computer  off.  [Laughter.] 

Mr.  Wylie.  Thank  you  very  much,  Mr.  Chairman.  I  think  I  will 
leave  that  well  enough  alone. 

Mr.  St  Gerbcain.  Mr.  Schumer? 

Mr.  Schumer.  Thank  you,  Mr.  Chairman.  I  had  a  couple  of  factu- 
al questions  but  before  I  ask  them,  I  would  just  like  to  explore  a 
few  underlying  axioms  governing  your  prognostications  for  the  im- 
mediate solution  to  the  problem  that  faces  us  in  the  next  several 
months. 

Would  it  be  false  to  say  that  your  view  is  that  eventually  the  fi- 
nancial institutions  of  this  country,  or  the  financial  markets  of  this 
country,  would  be  a  lot  better  ofT,  or  no  worse  off  at  the  very  least, 
if  there  were  just  one  type  of  bank  that  could  do  everything,  and 
no  distinctions  between  thrifts  and  commercial  banks?  Would  that 
be  accurate? 

Mr.  Isaac.  That  is  accurate,  except  that  I  would  expect  some  of 
them  to  specialize  in  areas  of  their  own  choice. 

Mr.  Schumer.  That  is  right,  specialization  by  the  market.  Well, 
that  was  easy. 

Let  me  get  into  some  specific  questions  then  because  it  really 
seems  to  me  that  by  providing  new  asset  powers  for  the  thrift  insti- 
tutions at  this  point,  we  will  certainly  help  some  of  the  thrifts  that 
are  currently  healthy,  but  in  all  likelihood,  we  will  probably  harm 
some  of  the  thrifts  that  are  in  the  most  desperate  situation. 

I  know  that  you  were  the  one  "No"  vote  at  the  DIDC  on  Monday. 

Mr.  Isaac.  Yes. 

Mr.  Schubaer.  It  seems  to  me  that  this  will  hurt  many  of  the 
thrifts  in  New  York  because  of  the  money  that  will  go  into  this 
new  instrument,  more  of  it  will  come  from  the  5V&-percent  savings 
accounts  than  will  come  from  outside,  like  the  money  that  went 
into  allHsavers  certificates. 

The  evidence  seems  to  back  that  assertion  up,  so  I  would  like  to 
know  how  your  proposal  to  provide  new  asset  powers  for  thrifts 
squares  with  this  dilemma  we  have,  which  is  dealing  with  this  im- 
mediate problem.  Is  it  intended  to  accelerate  the  ne^  for  mergers? 

Mr.  Isaac.  No.  I  think  that  if  we  could  give  the  thrifts  brMder 
asset  powers  it  would  help  in  the  longer  run  to  make  the  survivors 
much  more  viable  institutions.  It  would  also  help  in  the  short  run 
to  facilitate  our  merger  activities. 

Mr.  Schumer.  OK,  that  is  the  point  I  wanted. 
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Mr.  Isaac.  It  could  make  the  franchise  more  attractive  to  the  in- 
stitution that  acquires  it.  So  in  the  short  run,  it  could  save  the  in- 
surance agencies  a  substantial  amount  of  money.  In  the  long  run, 
it  would  be  a  great  benefit  to  the  surviving  thrift  institutions  by 
enabling  them  to  diversify  and  become  more  viable  financial  inter- 
mediaries. 

Mr.  ScHUMER.  But  in  the  short  run  it  also  might  put  those  trou- 
bled thrifts  in  a  worse  position  than  they  would  be  otherwise. 

Mr.  Isaac.  I  don't  think  it  will  have  a  significant  effect  in  that 
regard.  I  don't  think  it  will  exacerbate  that  problem. 

Mr.  ScHUMER.  Next  question.  You  have  been  stating  that  the 
merger  route  seems  to  proceed  pretty  easily.  I  would  just  like  to 
explore  that  with  a  few  specific  questions. 

First,  you  made  a  statement  that  in-State  bidders  have  outbid 
out-of-State  bidders.  In  other  words,  what  you  are  saying  to  me  is 
that  in  the  New  York  Bank  for  Savings  situation,  the  Buffalo  Sav- 
ings Bank — is  that  the  institution  that  is  acquiring  it? 

Mr.  Isaac.  There  is  a  Buffalo  Savings  Bank. 

Mr.  ScHUMER.  Is  that  the  bank  that  the  New  York  Times  report- 
ed will  take  over  the  New  York  Bank  for  Savings?  That  is  the  one  I 
am  talking  about.  Did  it  bid  more  than  a  Chase  Manhattan,  or  Se- 
curity Pacific? 

Mr.  Isaac.  We  do  not  acknowledge  that  there  is  anvthing  going 
on  in  that  area.  The  New  York  Times  wrote  about  it,  but  that  was 
not  through  anything 

Mr.  ScHUMER.  OK,  well,  let  us  talk  generically.  Why  in  the  hell 
would  an  in-State  thrift  institution  bid  more  than  an  out-of-State 
commercial  institution  for  an  ailing  thrift? 

Mr.  Isaac.  Well,  we  have  a  unique  problem  in  New  York,  as  a 
matter  of  fact,  which  is  another  important  reason  for  the  regula- 
tors' bill.  The  New  York  Constitutional  is  such  that  it  is  virtuallv 
impossible  for  us  to  convert  a  mutual  savings  bank  in  New  York 
into  stock  form  of  ownership. 

Mr.  ScHUMER.  You  would  be  interested  to  know  that  when  I  was 
in  the  legislature  I  introduced  legislation  that  would  allow  these 
conversions. 

Mr.  Isaac.  Is  that  right? 

Mr.  ScHUMER.  Oh,  it  took  off.  It  was  a  very  popular  piece  of  legis- 
lation. 

Mr.  Isaac.  I  can  imagine.  But  in  New  York  it  is  very,  very  diffi- 
cult to  get  a  mutual  savings  bank  into  stock  form  of  ownership.  If 
you  cannot  get  it  into  stock  form  of  ownership,  you  cannot  sell  it 
out  of  State.  So  we  really  have  been  extremely  handicapped  in  New 
York  in  trying  to  deal  with  out-of-State  firms. 

And  there  are  certain  elements  in  the  State  that  would  prefer 
that  we  not  do  so  anyway.  And  so, — 

Mr.  ScHUMER.  Elements,  you  mean  people?  Superintendents? 

Mr.  Isaac.  Various  people.  We  have  not  had  an  opportunity  to 
engage  in  a  true  interstate  bidding  process  in  New  York. 

Mr.  ScHUMER.  Let  us  take  in  State.  I  guess  you  might  have  the 
same  problem  if  an  in-State  commercial  wanted  to  take  over  an  in- 
State  thrift.  Chase  Manhattan  was  widely  rumored  to  be  interested 
in  entering  the  bidding,  and  then  backed  out.  I  don't  know  why. 
But  does  the  same  problem  present  itself  there? 
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Mr.  Isaac.  No.  We  can  deal  with  a  commercial  bank  in  New 
York  and  have  had  a  lot  of  negotiations  over  the  past  6  months  or 
so  with  various  firms  in  connection  with  some  of  the  mergers  we 
have  handled. 

Mr.  ScHUMER.  If  it  is  so  easy  to  do  mergers,  why  is  it  taking  so 
long  to  find  a  suitable  mate,  as  the  chairman  ably  put  it — a  bride, 
a  bride  with  a  large  dowery  I  might  add — for  New  York  Bank  for 
Savings.  Why  was  there  talk  of  splitting  it  up  when  we  are  sup- 
posed to  benefit  from  all  of  these  economies  of  scale? 

Mr.  Isaac.  I  would  rather  not  get  focused  on  a  single  institution, 
particularly  one  that  we  will  not  acknowledge  as  having  any  diffi- 
culties. 

Mr.  ScHUMER.  Be  candid. 

Mr.  Isaac.  I  would  not  want  to  characterize  these  mergers  as 
easy.  We  have  had  our  folks  working  night  and  day  for  6  months.  I 
cannot  tell  you  how  much  effort  goes  into  this  and  how  dedicated 
and  talented  this  FDIC  staff  is  in  putting  these  together.  This  is  a 
venr  difficult  period  we  are  in. 

We  did  one  a  couple  of  weekends  ago  in  Spokane,  Wash.,  where 
our  people  were  up  almost  the  entire  weekend  and  finally  consum- 
mated the  transaction  at  5  o'clock  in  the  morning  on  Monday.  It  is 
not  easy  to  do  these  transactions.  They  are  time  consuming,  com- 
plex, difficult,  and  very  trying.  But  we  are  doing  them,  and  we  are 
doiiuf  them  quite  successfully. 

When  it  comes  to  why  an  individual  institution  is  being  handled 
the  way  it  is,  we  have  a  lot  of  activity  and  we  have  to  schedule  the 
mergers  as  we  believe  appropriate. 

Mr.  ScHUMER.  Let  me  ask  you  just  one  other  question.  I  have 
many  more  and  will  submit  the  rest  in  writing.  Is  it  your  feeling 
that  an  in-State  institution  of  the  same  type,  an  in-State  thrUt, 
with  everything  else  being  equal,  will  bid  as  high  or  higher  than  an 
out-of-State  commercial  institution  for  an  ailing  thrift? 

Mr.  Isaac.  We  would  clearly  try  to  stay  in-State,  all  things  being 
equal.  As  far  as  staying  within  the  industry,  that  would  depend 
upon  the  nature  of  the  problem.  If  you  have  a  very  large,  complex 
problem  and  you  do  not  have  a  strong  thrift  to  handle  tlie  problem, 
it  might  be  better  even  to  sell  it  outside  the  industry,  even  if  it 
meant  spending  a  little  bit  more  money.  But  that  would  very  much 
depend  on  the  nature  of  the  problem  and  the  bidders. 

Mr.  ScHUMER.  Thank  you,  Mr.  Chairman. 

Mr.  St  Germain.  Any  further  questions  of  Mr.  Isaac?  I  have  one 
more.  Are  you  buying  a  car,  getting  a  new  car  with  a  drydock?  Ne- 
cessity is  the  mother  of  invention. 

We  want  to  thank  you  for  a  very  stimulating  appearance,  and 
also  thank  you  for  not  placing  a  limitation  on  your  time.  And 
ahead  of  time,  thank  you  for  the  assistance  you  will  be  rendering 
us  as  we  attempt  to  further  improve  our  legislation.  And  frankly, 
the  sooner  we  can  get  your  recommendations  the  better,  because  I 
happen  to  be  one  who  feels  that  we  do  not  want  to  delay  this.  We 
want  to  proceed.  I  think  it  is  important  that  we  proceed. 

The  powers  are  important,  but  I  don't  see  them  coming  down  the 
railroad  track  at  this  point  in  time,  and  therefore,  let  iis  do  the  fea- 
sible as  soon  as  possible. 
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Mr.  Isaac.  Our  people  will  be  more  than  happy  to  work  promptly 
with  you  on  this.  And  I  would  like  to  thank  you  for  inviting  us 
here  today  and  for  the  interest  and  concern  you  have  shown  for  the 
problems  in  the  thrift  industry. 

Mr.  St  Germain.  Thank  you,  Mr.  Chairman. 

[The  following  letter  to  Chairman  St  Germain,  dated  May  10, 
1982,  from  Chairman  Pratt,  contains  responses  to  questions  raised 
during  the  hearing.  Also  submitted  is  a  memo  from  the  Federal 
Home  Loan  Bank  Board  pertaining  to  calculating  FSLIC  assist- 
ance. Following  this  material  is  correspondence  from  the  witnesses 
to  questions  submitted  by  the  minority  staff:] 
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FMtoral  Home  Loan  Bank  Board 


•~""""  MAY  10  882 


Honorable  Fernand  J.  St  Germain 

Chairman 

Committee  on  Banking,  Finance  and 

Urban  Affairs 
House  of  Representatives 
Washington,  D.C.  20515 

Dear  Hr.  Chairman: 

When  I  testified  before  your  Comnlttee  on  March  24  concerning 
capital  assistance,  you  presented  several  questions  that  I  agreed  to 
respond  to  later  In  writing.  These  questions  and  the  Bank  Board's 
response  are  herewith  enclosed.  If  I  may  be  of  any  further  assistance, 
please  feel  free  to  call. 

Sincerely, 


ia^r.-^;^ 


Richard  T.  Pratt 
Enclosures 
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Question  1; 

It  has  been  suggested  that  charging  a  fee  of  institutions  that  receive 
net  worth  eissistance  W3uld  provide  an  incentive  for  institutions  to  vyork 
their  v»y  out  of  financial  difficulties  nore  expeditiously.  Pleeise  oomnent. 

Ansviwer; 

It  is  absolutely  clear  that  associations  nust  not  be  given  em  incentive 
to  se^  capitcil  assistance.  Assistance  plems  nust  be  carefully  structured 
so  as  to  prevent  eissociations  frcro  engaging  in  behavior  that  vould  nake  them 
c[ualify  for  assistance  v^ien  they  do  not  need  or  deserve  such  assistance.  For 
exanple,  suiy  assistance  plan  based  solely  on  net  worth  is  flaMsd  because  associ- 
ations can  sell  loans,  bock  the  loss,  and  reduce  their  net  vyorth  to  the  qualify- 
ing level. 

IVro  separate  types  of  disincentives  can  be  designed.  In  the  capital 
eissist£uice  plan  I  have  proposed,  only  a  fraction  of  losses  vi3uld  be  offset. 
If  an  association  takes  overt  actions  to  qualify  for  assistance,  it  will  be 
worse  off.  Alternatively,  a  note  program  can  be  structured  sucii  that  the 
required  yield  on  the  inccme  capital  certificates  purchased  by  the  FSLIC  always 
exceeds  the  interest  rate  on  the  notes  given  in  return  for  the  inccne  ceqpital 
certificates.  A  guaranteed  negative  spread  for  the  association  %40uld  deter 
it  from  engaging  in  actions  that  W3uld  qualify  it  for  csqpiteLL  assistance. 

Question  2; 

Pleeise  provide  a  projection  of  the  nuiiser  of  S&L  merger  partners  available 
under  alternative  interest  rate  scenarios. 

Answer; 

It  is  difficult  to  project  the  nxriber  of  merger  partners  available  for  a 
niniser  of  reasons.  First,  the  mniDer  and  difficulty  in  eunranging  mergers 
d^iends  on  v^ether  the  merger  is  interstate  or  intrastate.  As  a  general 
rule,  the  Bank  Board  prefers  intrastate  mergers,  but  they  could  be  significantly 
more  costly  to  FSLIC  in  some  cases  than  interstate  mergers.  Second,  any  merger 
raList  make  economic  sense  to  the  acquiring  eissociation.  Ihird,  the  niniser, 
type,  and  scope  of  mergers  will  depend  on  hoiM^  many  eissociations  use  purchase 
accounting.  In  severad  cases,  the  Bank  Board  has  merged  together  several  weak 
eissociations  with  minimal  direct  assistance  because  the  merger  used  the  purciiase 
method  of  accounting  rather  than  the  more  traditional  pooling-of-interests 
method. 

The  attached  tables  show  the  percent  of  associations  that  have  favorable 
net  WDrth/assets  ratios  currently  and  the  percentage  of  total  industry  deposits 
held  by  them.  If  the  criteria  of  a  healthy  association  is  a  three  percent  net 
WDrth  ratio,  then,  at  the  current  time,  74.6  percent  of  eissociations  holding 
69.1  percent  of  savings  could  be  merger  partners.  If  interest  rates  renain  at 
their  current  levels  for  all  of  1982,  associations  will,  on  average,  e3q>erience 
a  decline  in  their  net  worth  ratios  of  aOxwt  one  percent.  Without  a  decline 
in  interest  rates,  therefore,  these  nutibers  wsuld  likely  fall  to  57.1  percent 
of  all  associations  holding  47.0  percent  of  savings  by  early  next  yeau:.  A 
rise  in  interest  rates  wsuld,  of  course,  result  in  lower  numbers,  whereas  a 
drop  in  rates  would  curtail  the  decline  in  the  proportion  of  the  industry 
that  would  be  eligible  merger  partners. 

The  tables  aUso  indicate  several  additional  facts  about  potential  aoc[uirers. 
First  larger  associations,  in  general,  have  lower  net  warth  ratios,  so  it  is 
more  of  a  problem  to  find  aui  acquirer  for  a  large,  than  a  small,  institution. 
Second  there  is  a  great  dispcirity  among  Federal  Home  LoeUi  Bemk  districts  in 
the  proportion  of  associations  hecLLthy  enough  to  acquire  associations  without 
significant  eissistance. 
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Distribution  of  Deposits  at  Associations  Classified  by 

I^et  WDzth/Assets  Ratio 

February  1982 


3  Percent 
or  Greater 


4  Percent 
or  Greater 


DISTMCr 


Boston 

New  Yock 

Pittsburgh 

Atlemta 

Cincinnati 

Indianapolis 

Chicago 

Des  MDines 

Uttle  Rock 

Topeka 

San  Francisco 

Seattle 


69.4% 

46.9 

78.1 

66.4 

78.9 

68.8 

50.7 

76.9 

61.3 

87.2 

79.9 

77.1 


45.7% 

35.6 

54.6 

41.4 

53.1 

43.4 

43.4 

47.3 

40.0 

55.7 

57.2 

45.4 


All  Districts 


69.1 


47.0 


Distribution  of  Niaitoer  of  Associations  by 

Net  Wbrth/Assets  Ratio 

February  1982 


3  Percent 
or  Greater 


DISTRICT 


4  Percent 
or  Greater 


Boston 

New  York 

Pitt8burc(h 

Atlanta 

Cincinnati 

Indianeqpolis 

Chicago 

Des  MDines 

Little  Rock 

Ibpeka 

San  Francisco 

Seattle 

All  Districts 


78.5% 

67.5 

83.5 

73.0 

83.7 

85.3 

67.7 

72.2 

63.6 

83.2 

79.8 

83.6 

74.6 


56.8% 

54.0 

68.2 

54.8 

62.2 

72.1 

55.7 

52.2 

45.9 

62.0 

62.0 

60.4 

57.1 
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FEOCRAL  SAVINGS  AND  LOAN  MSUfUNCE  COMFOMTION 
MTER-OPFCE  COMMUNICATION 


Edward  J.  HcGulrk.  Chief 
Quantitative  Analysis  Division 
Randall  H.  HcFarlane 
Legislative  Counsel 


DATE:         April  6.  1982 

SUBJECT     Calculating  FSLIC 
Assistance 


Attached  Is  a  copy  of  the  financial  analyses  that  FSLIC  currently 
performs  on  each  problem  case.     This  methodology  was  adopted  In 
January  of  1982  and  the  Interest  rates  used  are  derived  from  forecasts 
prepared  by  Data  Resources  Incorporated  and  our  Office  of  Policy  and 
Economic  Research.     Our  major  assumption  Is  that  under  normal  circum- 
stances the  cost  of  money  of  the  Institutions  we  are  examining  will 
decrease  to  10  percent  over  the  next  5  years.    We  perform  our  cost 
analyses  accordingly. 

By  contrast,  1981  analyses  were  performed  with  opportunity  cost  and 
cost  of  money  varying  as  to  the  yield  curve  on  short  and  long-term 
Investments.     If  for  example,  the  long  term  rates  were  higher  than 
short  term  rates,  cost  of  monc^y  would  rise  over  the  life  of  the  al- 
ternative we  were  examining.    This,  In  fact,  was  a  very  conservative 
If  not  pessimistic  view  and  prompted  the  change  to  the  newer  more 
objective  approach. 


If  you  have  ary  questions,  please  call  me  at  377-6633. 


Edward  J.  N^ulit 
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COST  COMPARISON  -  PROBLEM  CASE  ANALYSES 

1.  Tmo  scenarios  for  each  problen  case: 

a.  Constant  Case  -  no  Improvement  In  rate  structure 

b.  Normative  Case  -  gradual  economic  Improvement  over  time  (5  years) 

2.  Analyses  to  be  perfonaed: 

a.  Receivership  -  1  year  life  (same  for  both  scenarios) 

b.  Proposed  financial  assistance  (FAA)  -  life  of  deal 

c.  Phoenix  (viable  institution)  -  The  greater  of  life  of  each 
FAA  proposal   for  cost  comparison  or  10  years 

1.  with  purcNB5«  accounting 

2.  combined  with  n  number  of  shops  as  requested  In  the  FAA 
proposals 

3.  Method  of  analyses: 

a.    Receivership  -  ««  receivership  model  -  discount  loans  to  current 
mflftct  rates.     Use  FSLIC  current  opportunity  cost  for  discounting 
liquidating  dlstrfbut^&ns        The  defaults r>g  mortgages  on  the  exUtfng 
portfolio  are  assumed  to  be  the  deHnqi^ent  loans  on  the  latest  aionthly 
report.     They  are  written  down  1nn«d1«te1y,     Model  convention  places 
them  In  REO.     The  exl sting  REG  and  defaults  are  sold  within  the  first 
ytir  at  a  25X  loss.    Assume  all  debt  but  uninsured  savings  senior  to 
FSLIC  position. 

bl.  FAA  constant  case      use  FAA  model  for  Hfe  of  deal.    Hold  cost  of 
jwney  constant  for  spread  purposes.     Use  5  year  bank  rate  Mhen 
subsidizing  advances.     Sell  100  percent  of  REO    original  and  default' 
Ing)  the  first  year.     Assume  REO  has  0  yield  and  2 St  loss.     Assume  no 
potential  playback  by  survivor.    Assume  all  charges  through  "special 
reserve"  .JccQunt  unless  otherwise  directed.     Use  FSLIC  current  qipor-    • 
tunlly  cost  as  a  constant  for  discounting  cash'ffows." 

W.  FAA  norm  case  -  Use  FAA  niodel  for  life  of  deal.    Until  further . 
notice,  decline  cost  of  money  straight  line  from  first  year 
association  average  cost  of  nori^  to  10  percent  by  year  5  -  hold 
constant  thereafter.    For  advance  subsidy,  begin  with  1  year  b^nk 
rate  and  decline  to  10  percent  by  year  5,     Treat  REO  as  ^above.     If 
ptybadc  provision  is  part  of  deal^  conbfne  FAA  with  acquiring  Insti- 
tution, test  viability  and  compute  isti mated  payback  dollars  based 
on  forecasts     Note,  use  purchase  accounting  where  applicable.     Reflect 
economies  by  using  the  operating  expense  ratio  of  the  acquirer.    Dis- 
count cash  flows  using  a  variable  opportunitjy  cost     Until  further 
notice,  the  opportunity  cost  stream  should  reflect  FSLIC 's  current 
1  year  rate  reduced  straight  line  to  12  percent  fay  year  5  and  held 
constant  thereafter. 
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cl.  Phoenix  constant  case  -  To  make  cost  comparison  with  deals  re- 
ceived^  use  vTiFilTty  model  on  the  Institution.     The  docket  Is 
to  reflect  purchase  accounting  of  aiortgage  loans ^  Gi^MA's,  and 
other  loans  based  on  current  marttet  rates.     Also  take  knottn 
writedowns ^  net  worthy  and  25%  of  RED  and  defaglting  nortgages 
into  Good>ji11   to  be  annortlzed  over  40  years.     In  pkjb11ca11y  traded 
associations  the  good*ifll    fs  amortized  over  2S  to  30  years.     The 
valuat  on  account    s  onortiied  over  16  years  on  a  level  yield  basis. 
Hold  cost  of  money  constant  for  comparative  purposes.     Assume  all 
investment    n  liquidity  yielding  a  net  2  percent  above  the  Mrglnal 
cost  of  fuiids.     Wote,  model  convention  dictates  that  the  gross  spread 
be  the  2  percent  plus  the  operatiT>g  ratio  used.     Unless  oxRirwi&e 
advised,  assume  0  savings  growth  for     Ife.     Compute     osses  through 
simulation.     With  phoenix  mode!,  purchase  ICC's  in  an  amount  sufficient 
to  cover  simulated  losses.     Het  worth  is  to  be  maintained  at  IX  of 
liabilities.     Pay    /4  percent  above  FSLIC's  opportunity  cost  for  notes 
Issued.     Discount  cash  flows  using  FSLIC's  opportunity  co^t  as  a  constant 
for  the  1   fe  of  the  ctmperfson.    Assume  no  potential  p^^yback  by  survivor. 
Assume  a  c^sh  redemption  for  notes  In  final  year.     Discount  this  flow  at 
the  rel event  year  rate. 

c2.  Phoenix  inerger  norni  case  -  To  wake  cost  comparison  with  deals  received 
m%e  viability  fficdel  to  project  the  operations  of  the  Institution.    The 
docket  Ts  to  refl ect  purchase  accounting  of  mortgage  loans,  GIMA's,  and 
other  loans  based  on  current  market  rates.     A  so  take  known  writedowns, 
net  worth    and  2S'  of  RED  and  defaulting  nortgacFes  Into  Goodwill  to  be 
amortized  over  40  years.     In  publically  traded  associations  the  goodwill 
s  amortized  over  25  to  30  years.     The  valuation  account  is  amortized  over 
15  years  on  a  level  yield  basis.     Decrease  tost  of  money  by  adopting  asso- 
ciation cost  of  money  year  l  and  reducing  to  10  percent  by  year  5.     Hold 
cost  of  money  at  10  percent  for  remaining  life  htierc  applicable.     Assume  alV 
investment  in  liquidity  yielding  net  2  percent  plifs  the  operating  ratio. 
See  phoenix  merger  worst  case  for  rationale.    Unless  otherwise  advised, 
assume  0  savings  growth  first  year  and  S  percent  compounded  each  year  there- 
after.      T>crease  other  income  each  year  by  21  of  that  year's  savings  growth 
to  reflect  points  earned  in  mortgage  loans  fnvestnent.     Compute  losses  through 
simulation,     ^ith  ^hoentx  model,  purchase  ICC's  in  an  amount  sufffieient  to 
cover  simulated  ICttseT^     l*ay  l74  percent  above  FSLIC  opportunf^  cost  for 
notes  Issued.     Discount  casl)  flows  using  a  variable  opportunity  cost  as 
described  in  FAA  norm  case*     Rerun  viability  model  with  interest  payment 
from  phoenix  input  into  other  income  (net).     In  final  year  input  cash  redemp- 
tion.   Use  absolute  values.     Simulate  and  test  viability.    Regress  stream  to 
compute  estimated  payback  based  on  net  worth  levels  and  net  incone.     Discount 
to  present  value  at  the  rel event  year  rate. 
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SimUTION  OF  EOWONIC  ASSUMPTIONS 


Constant  C«£« 

Noraatlwe  Case 

ADVJUICE  RATE 

&  year  h^rk  rate 
hftld  cMisUPt 

1  year  variable  bairic  rate 
yr  I  to  101  yr  5 

COST  OF  mnvf 

Cyr7«nt  yield 

Current  yr  1  to 
101  yr  S 

CfiOVTH-SAVtH^ 

Un 

Zero  1  yr  SI  cMpoundetf 
tf^ereafter 

IHVESWHT  STRATEET 

Liquid  Invest 

Liquid  ItTvest  +  2t  savfiigs 
I  irwtii  to  Other  Incoae 

INVESWENT  tlELD 

Net  21  or  gross 
21+  Op  ration 

1 

net  II  or  gross 
1  21  +  Op  ratio 

OPPORTUwm  COST  *  WSLK 

Cvrr«nt  h«ld 
constant 

1 

Qiri^nt  yr  I  to  m 
1  yr  S 

OfERATtlC  RATIO 

Surviving  Assoc. 
iiAien  cOBblnlng 

1 

1  Sunrlvlng  Assoc. 

1  Iffien  cc^lnlog 

NOTt  YIELD  -   ICC  PURCHASE 

1/4  +  FStlC 
Op  cost 

1 

!  1/4  ♦  FSLJC 

1  Op  cost 

PURCMASE  ACCOUHTIHG 

Where  Applicable 
Vlitole  PhoeniK 

["m^re'.pplIcaliTe  on  FAA 

viability  and  Viable  PboenU 
I  analysis 

SECOPIDART  KAISCET  RATE 

Current  ftmA 

tectlon 

Current  FlilA 

Auction 

PAYBAOC 

Mone 

For  Viable  Phoenix  and  FM 
viability  use  regression 

analysis 

fttO 

Stil   In  iBt  year 
at  2St  loss 

I 

i  Sell  in  lit  year 

1  at  ZS%  loss 

DEFAULTS 

Delinquents  on 
litest  POntJily, 
All   Uktn  in  1st 
year  at  251  loss 

1 

\  Delinquents  on  latest 

1  monthly.     All  t^en  fn  1st 

\  year  at  251  loss 
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1700  G  StiMt  N.W. 


Federal  Home  Loan  Bank  Board 


Fmtoral  Horn*  Loan  MertBig*  CorpoMitof 
Federal  Sinrinot  and  Low  Irauranca  Corporation 


MCHAK)  T.  PRATT 


MAY  17  1982 


Honorable  J.  Will lam  Stanton 
Conmlttee  on  Banking,  Finance 

and  Urban  Affairs 
House  of  Representatives 
Washington,  D.C.  20515 

Dear  Mr.  Stanton: 

Attached  please  find  the  Bank  Board's  responses  to  the  questions 
submitted  with  your  letter  of  April  6.  Please  accept  our  apology  for 
the  delay  but  we  wanted  our  answers  to  be  as  accurate  and  responsive 
as  possible. 

Sincerely, 


/^/V^r^z^ 


Richard  T.  Pratt 


Attachment 
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QUESTION  1 

On  page  4  you  state,  "The  industry  lost,  in  dollar  terms, 
(during  1981)  almost  $5  billion  —  a  record  —  and  saw  its  collective 
net  %rorth  eroded  by  about  15  percent." 

Given  the  outstanding  profitability  of  the  industry  in  the  years 
preceding  1979  and  the  fact  that  it  is  normal  for  industries  to 
encounter  prosperous  periods,  poor  periods,  dynamic  growth,  and 
occasional  shakeouts,  is  it  unreasonable  to  expect  the  industry  to 
cope  %#ith  its  present  difficulties  -with  little  or  no  reliance  on 
federal  assistance? 
ANSWER  1 

Whether  it  is  "unreasonable"  to  expect  the  thrift  industry 
to  cope  %d.th  its  present  difficulties  absent  federal  assistance 
is  ultimately  a  political  decision,  requiring  Congress  to  weigh  a 
nuiBber  of  likely  public  benefits  and  costs  if  aid  is  withheld,  as 
discussed  more  fully  below.   There  are,  however,  a  nuidder  of 
objective  factors  %mich  make  it  extremely  difficult  for  thrifts  to 
cope  with  the  current  earnings  crisis,  and  %^ich  indicate  that 
this  crisis  is  far  more  significant  than  simply  a  cyclical  "poor 
period"  or  "an  occasional  shake-out". 

First,  it  is  very  important  to  note  that  %mile  the  thrift 
industry  %#as  profitable  before  1979,  it  certainly  did  not  enjoy 
"outstanding  profitability"  in  relation  to  its  cooqpetitors.   For 
example,  in  the  period  from  1974  to  1979,  the  ratio  of  commercial 
banks*  net  income  to  average  assets  ranged  from  .72  to  .80,  %^ile 
thrifts*  return  on  assets  ranged  lower,  from  .54  to  .67. 

Horeover,  previous  thrift  profitability  depended  on  a  regulatory 
environment  and  financial  marketplace  %^ich  were  radically  different 
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than  those  existing  today.  Government  policy  decisions  made  in  the 
1960s  and  before  resulted  in  tax  la%rs  and  regulatory  requirenents 
which  forced  thrifts  to  hold  fixed-rate,  long-term  residential 
mortgages  as  their  principal  assets*  while  accepting  short-term 
deposits  as  their  major  source  of  funds.   Between  1966  and  1980, 
deposit  interest  rate  control  acted  to  keep  thrifts'  cost  of  funds 
artificially  low  by  imposing  ceilings  on  interest  rates  payable  by 
both  commercial  baiiks  and  thrifts,  %i^ile  a  generally  stable  economy 
ensured  that  the  return  on  long-term  assets  such  as  mortgages 
exceeded  the  rates  payable  on  deposits.   A  third  factor  was  that 
for  more  than  thirty  years  after  World  War  II  thrifts  and  conniercial 
banks  experienced  no  real  competition  for  short-term  funds,  as  the 
money  market  funds  which  are  now  so  popular  were  almost  unknown 
until  a  few  years  ago.   Finally,  thrifts  were  better  able  to  cope 
with  adverse  financial  conditions  in  the  past  because  of  relatively 
higher  levels  of  net  worth.   Thus,  at  year  end  in  1969,  net  worth 
as  a  percent  of  assets  for  savings  and  loan  associations  exceeded 
7  percent.  •  However,  by  year  end  1981,  the  net  %rorth  of  SfcLs  equalled 
only  4.2  percent  of  total  association  assets,  down  from  5.2  percent 
at  year  end  1980.   Given  all  these  factors,  thrifts  experienced  a 
ccmfbrtable  operating  margin  prior  to  1979. 

In  sharp  contrast  to  the  economic  and  regulatory  conditions 
that  existed  prior  to  1979,  thrifts  are  now  confronting  an  era 
where  financial  markets  are  becoming  more  efficient  and  cooqpetitive, 
where  the  providers  of  financial  services  are  no  longer  limited  to 
ccnmercial  banks  and  thrifts  protected  by  charters  granting  local 
monopoly  powers,  %i^ere  savers  have  become  aggressive  consumers  and 
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will  not  subsidise  thrifts  through  accepting  lov  rates  on  deposits, 
and  where  deposit  interest  rates  ceiling  are  fast  becosdng  a  thing 
of  the  past.   In  this  climate,  an  industry  %Aiich  is  statutorily 
and  regulatorily  prohibited  from  competing  in  the  broader  financial 
services  sector  is  obviously  exposed  to  grievous  risks  from  changes 
in  the  market  and  in  the  economy.   Thus,  resolution  of  thrifts* 
problems  and  restoration  of  their  ccnpetitive  viability  depends 
not  only  upon  some  short  term  crisis-management  solutions,  but 
also  upon  a  major  statutory  restructuring  of  the  thrift  industry. 
Therefore,  regardless  of  the  Congressional  decision  on  federal 
assistance  to  thrifts,  I  continue  to  recommend  strongly  that  Congress 
enact  the  restructuring  legislation  proposed  by  the  Bank  Board  and 
supported  by  the  administration,  at  the  earliest  possible  date. 

With  regard  to  short-term  federal  assistance.  Congress  in  the 
final  analysis  must  decide  %irhether  such  aid  is  an  appropriate 
response  to  thrifts*  earnings  crisis.   Specifically,  Congress  must 
consider  whether  the  long  run  advantages  of  protecting  depositors 
and  insuring  the  stability  of  financial  markets  by  preventing  a 
host  of  simultaneous  thrift  failures  outweighs  the  short-term  cost 
of  federal  aid,  given  current  budget  restraints  and  the  general 
state  of  the  economy.   Because  answering  these  questions  involves 
important,  competing  public  policies,  the  issues  should  be  addressed 
in  a  political  forum. 
QUESTION  2 

On  page  5  you  state  that  of  the  mergers  consummated  in  1981, 
only  25%  were  supervisory. 
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Would  you  say  that  an  additional  percantage  of  nergars  rapra- 
santad  an  industry  raaction  in  anticipation  of  poaaibla  futura 
problama  for  at  laaat  one  of  the  institutiona  involvad  in  aacAi 
transaction  —  not  that  this  is  nacassarily  undaairabla? 
ANSWER  2 

While  we  have  no  statistics  bearing  on  the  notivations  for 
non-supervisory  mergers «  ii#e  feel  that  a  substantial  percentage  of 
the  mergers  of  that  kind  occurring  in  1981  involvad  institutions 
seeking  to  avoid  possible  future  problems  by  joining  with  a  stronger 
institution. 
QUESTION  3 

On  page  9  you  state  that  S&Ls  in  1981  experienced  "the  smallest 
lending  volume  since  1974"  and  that,  "perhaps  most  telling*  in  the 
third  quarter  of  1981 ,  ...  Sfcl^/i  were  responsible  for  only  8  percent 
of  the  total  growth  in  home  mortgage  debt." 

Do  these  figures  mitigate  the  force  of  the  argument  that  the 
industry  must  be  preserved  in  order  to  finance  housing? 

Assuming  a  given  amount  of  net  worth  for  the  industry  as  a 
whole,  does  it  matter  how  many  individual  institutions  exist,  as 
far  as  the  total  contribution  to  housing  finance  is  concerned? 
ANSWER  3 

It  is  the  Bank  Board's  contention  that  thrifts  should  be 
preserved  to  be  independent  financial  intermediaries  and  the  Bank 
Board  has  frequently  stated  as  its  goal  the  statutory  restructuring 
of  thrifts  with  broader  asset  powers  so  that  they  may  become  viable 
financial  service  competitors  over  all  phases  of  the  economic  cycle, 
making  an  important  contribution  to  all  types  of  financing.   Given 
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the  fact  that  thrifts  have  historically  been  involved  in  housing 
finance  to  a  significant  extent,  %#e  do  expect  that  those  thrifts 
which  survive  the  current  crisis  %fould  continue  to  sake  an 
important  contribution  in  real  estate  lending. 

In  the  Bank  Board's  view,  conferring  on  thrifts  asset-side 
powers  roughly  similar  to  those  granted  cooDsercial  banks  is  absolutely 
necessary  given  Congress*  decision  to  set  in  motion  a  deposit 
interest  rate  decontrol  process,  already  substantially  under  way, 
that  will  eliminate  all  controls  by '1986.   Only  with  broader  asset 
po%#ers  can  thrifts  increase  their  profitability  and  generate  the 
earnings  needed  to  support  coiiq>etitive  market  rates.   As  you  are 
aware,  thrifts*  current  hi^  losses  are  attributable  to  the  negative 
yield  "spread"  caused  by  the  fact  that  their  average  cost  of  funds 
exceeds  the  return  on  low-yielding  mortgage  portfolios.   If  thrifts 
are  able  to  regain  profitability  with  broader  asset  powers,  the  Bank 
Board  is  confident  that  they  will  again  be  able  to  make  a  significant 
contribution  to  hone  finance,  although  that  portion  of  their  assets 
will  necessarily  be  a  smaller  slice  of  the  "pie**  of  the  total 
array  of  services  they  could  offer.   In  my  view,  this  situation  is 
far  preferable  to  maintaining  the  status  quo,  with  thrifts  currently 
out  of  the  housing  lending  market. 

Giving  thrifts  new  asset  powers  is  also  eminently  logical 
because  it  will  allow  them  to  provide  a  whole  range  of  profitable 
"supermarket"  support  services  for  their  basic  home  finance  function, 
which  will  insure  their  continued  participation  in  that  market.   For 
example,  thrifts  can  currently  lend  funds  to  a  builder  to  finance 
construction  but  cannot  make  an  additional  profit  by  accepting  the 
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deposit  of  thostt  loan  proceeds  in  a  oorporata  diacking  account. 
Inataad,  tha  buildar  givaa  thoaa  funds  to  local  connsrcial  banks 
or  monay  aarkat  funds.  A  similar  situation  occurs  %^an  a  borro«#ar 
obtains  funds  froai  a  thrift  to  finance  a  nortgaga  and  pay  for 
incidental  services  such  as  a  title  insurance  policy.   Bven  though 
part  of  the  loan  proceeds  nay  go  to  a  title  insurance  company 
agent  which  is  a  subsidiary  of  the  savings  and  loan  lender «  that 
ccnq^ny  must  deposit  the  loan  proceeds  in  a  commercial  bank  rather 
than  with  the  S&L  since  SfcLs  cannot  offer  corporate  checking 
accounts. 
QUESTION  4 

On  page  11  you  state  that«  "thaidcs  to  creativity «  hard  work  and 
long  hours"  and  to  "new  procedures  ...  (including)  "use  of  a  wider 
range  of  merger  partners  and  employment  of  a  broader  spectrum  of 
default  prevention  actions  («)  %re  have  been  able  to  stretch  con- 
siderably the  financial  and  human  resources  available  to  the  FSLIC." 

On  page  13  you  state,  "...  the  plain  fact  is  that  all  %re  really 
have  done*  given  the  enormous  magnitude  of  the  problem*  is  to  buy  a 
quantity  of  time.   In  essence,  by  using  mergers  as  a  supervisory 
tool  %^en  a  problem  cannot  be  resolved  by  cost-cutting  or  securing 
outside  capital,  we  are  seeking  to  spread  as  mutih  of  the  industry's 
own  net  worth  as  possible  over  the  industry's  trouble  spots  as  a 
means  of  conserving  the  FSLIC 's  insurance  fund." 

On  page  16  you  state,  "should  federal  intervention  occur,  it 
should  be  structured  in  such  a  way  that  it  is  market-disciplined, 
efficient  to  administer,  and  dar%rinian  in  impact,  allowing  the 
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•««^kest  f  itif  !■■  of  the   indos^ry  to  90  out  of  existence*  WliUe 
preserving  tbe  stronger  ins^totioos." 

Bov  do  yoo  respond  to  industry  conplaints  tliat  tbe  Bank  Board 
is  nore  concerned  about  protecting  depositors  tban  aboot  saving 
institotions? 

Under  reasonable  interest  rate  scenarios*  vikat  is  tbe  rela^ve 
cost  of  a  policy  of  cootinoed  reliance  on  assisted  f  rgf  ra  ve  rails 
tbe  ijBpleaentation  of  proposals  to  preserve  tbe  industry  virtnally 
intact? 

What  is  your  evaluation  of  a  recent  study  by  Wiarton  Ecoooaietric 
Forecasting  Associates  «4iich  purports  to  deaoostrate  tbat*  "far  and 
away  tbe  nost  expensive  way  to  deal  witb  problen  tbrifts*  sbort  of 
liquidation,  is  to  force  nergers  for  tben."7 
ABSIfER  4 

By  statute,  tbe  FSLIC  insures  deposits  of  tbrift  institutions, 
and  takes  acticMis  necessary  for  tbe  protection  of  depositors-   Tbe 
FSLIC  is  not  autborixed  to  engage  in  activities  to  protect  savings 
institutions  otber  tban  tbose  vbicb  are  coincident  %fitb  its  role 
as  deposit  insurer. 

Tbe  Bank  Board  as  a  wbole  bas  a  broader  ^»arge  tban  does  tbe 
Office  of  tbe  FSLIC  and  bas  vigorously  pursued  reforms  tbat  are 
jointly  in  tbe  interests  of  tbe  tbrift  industry  and  tbe  overall 
ecoocay.   Ubere  feasible,  we  bave  esqianded  tbe  powers  available  to 
tbe  institutions  we  regulate  and  bave  strongly  encouraged  tbe 
Congress,  tbe  DIDC,  and  tbe  Adninistration  to  provide  tbe  tbrift 
industry  witb  tbe  aeana  to  coapete  effectively  in  an  increasingly 
■ore  volatile  and  scpbisticated  econosdc  enviroanent. 
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Insofar  as  we  are  allowed  by  statute,  we  have  made  every  effort 
to  provide  breathing  room  for  the  thrift  industry  to  adjust  to  the 
new  econcmic  order.   Our  record  with  respect  to  accounting  rules, 
the  structuring  of  assistance  agreements,  support  for  expanded 
powers,  and  my  recent  capital  assistance  alternative  presented  to 
the  Subccmmittee  on  Housing  and  Conmiunity  DevelqpEaeftt  of  the  House 
Committee  on  Banking,  Finance  and  Urban  Affairs  are  but  a  few 
examples  of  the  efforts  we  have  made  to  aid  individual  savings 
institutions  and  the  industry  as  a  whole. 

As  you  are  a%»re,  there  have  been  a  number  of  estimates  of 
the  costs  of  various  proposals  to  aid  the  thrift  industry.   Our 
analysis  of  the  Wharton  study  is  somewhat  limited  because  we  have 
not  yet  been  able  to  ascertain  the  precise  aseufoptions  and  nethodo> 
logy  used  in  that  study.   However,  our  own  analyses  (and  those  of 
a  nunfeer  of  independent  studies  such  as  the  Brookings  study)  suggest 
that  mergers  are  most  often  the  most  efficient  and  least  costly 
method  of  solving  problem  cases.   This  is  normally  the  case  because 
of  the  ability  to  use  scale  efficiencies,  to  eliminate  redundant 
facilities  and  services,  and  to  in^rove  market  presence. 

It  appears  that  the  Wharton  study  made  'a  nuinber  of  assun^tions 
%#ith  «rhich  we  are  not  in  agreement  that  led  to  the  conclusion 
that  the  use  of  mergers  %#ere  not  cost-effective.   First,  Wharton 
seems  to  have  assigned  a  cost  of  assisted  mergers  that  exceeds 
our  own   expectations >   This  is  especially  significant  in  light  of 
our  ability  to  reduce  the  per  case  cost  of  merger  assistance  agree- 
ments substantially  below  historical  experience  in  recent  months. 
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Second,  Vharroo  appears  to  l&ave  i.9=.ired  Isot^  tlae  Indixect 
and  tbe  long-nm  costs  ««Silcii  are  att^^bed  to  policies  Mbl^k 
preserve  tbe  status  quo.   Tlie  nost  ijiportaat  of  tliese  are  tbe  oos^s 
of  continoing  to  provide  adinnces  to  problcB  instltntions  and  tbe 
ultinate  costs  of  nerging  or  otberwise  solving  problcB  cases  ^Aiidi 
are  only  postponed  by  interim  assistance. 

A  nocb  nore  appropriate  analysis  of  tbe  attendant  costs  of 
assisted  nergers  is  estinated  by  Brookings.   Brookings  estimates  a 
cost  of  $2.5  to  $6.4  billion  wbile  Wharton  estimtes  a  $35  billion 
cost  under  its  lotiest  interest  rate  scenario.   Given  today's  interest 
rates,  Wharton's  estinate  of  an  average  T-bill  rate  in  1983  of 
11.91  is  not  an  unreasonable  niddle-of-tbe  road  estinate;  boiiever* 
it  is  certainly  not  a  reasonable  low  rate  scenario,  ^d&icb  is  tbeir 
characterisation  of  this  estimate.   Obviously  Wharton's  use  of 
high  interest  rate  estimates  inflates  the  estimated  costs  of 
assistance  agreements. 

Additionally,  Wharton  appears  to  have  imputed  a  cost  for  all 
mergers,  %Aiether  assisted  or  unassisted.,  ^le  najority  of  nargera 
are  in  fact  unassisted,  and  Wharton's  estimates  are  inflated  as  a 
result. 

The  Bank  Board's  desire  is  to  assure  the  continued  existence 
of  every  viable  thrift  institution.   However,  economic  reality  and 
the  expressed  intentions  of  this  administration  to  encourage  deregula^ 
tion  and  competition  —  intentions  with  which  we  are  synpatbetic  — 
will  likely  require  a  more  streamlined  and  efficient  industry  in 
the  future. 
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QUESTION  5 

on  page  14  you  state,  "logic  dictates  that  (thrift  institutions) 
be  given  flexibility  sufficient  to  generate  the  earnings  needed  to 
pay  those  rates." 

Given  the  task  of  deregulation  %rhich  renains  for  Congress  and 
for  the  DIDC,  how  long  anist  savers  be  expected  to  %pait  to  receive  a 
market  rate  of  return  on  their  savings  until  the  thrift  institutions 
are  willing  and  able  to  pay  a  aarket  rate? 
ANSWER  5 

Thrift  institutions  are  currently  paying,  and  savers  are 
receiving,  a  market  rate  on  virtually  all  funds,  both  passbook  and 
time  deposits. 

It  is  our  view  that  passbook  account  rates,  albeit  nondnally 
lower  than  the  91-day  or  6-month  T-bill  rates,  can  be  reasonably 
characterised  as  market  determined  rates.   Because  passbook  account- 
holders  have  free  entry  and  exit  ri^ts,  the  decision  to  hold 
funds  in  a  passbook  account  rather  than  transferring  money  to  a 
money  market  fund  is  in  effect  a  decision  that  the  passbook  rate 
is  a  fully  competitive,  market  rate.   In  fact,  roughly  40  percent 
of  audti   accounts  are  in  passbook  amounts  exceeding  $10,000. 

Additionally,  approximately  two-thirds  of  savings  and  loan 
depoeits  (MMCs,  2-1/2  year  variable  rate  accounts  and  junbo  certifi- 
cates) are  already  earning  interest  rates  that  reflect  nominal 
money  market  rates.   Moreover,  the  DIDC  has  been  moving  extremely 
quickly  toward  deregulation  for  all  deposit  accounts,  and  in  our 
opinion  has  already  moved  beyond  a  halfway  point  toward  the  statutory 
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In  tbe  las^  scvftrml  aoBtlts.  £ar  caaapu«.  ^1»  SXOC 
91-day  Baitarity  cwrrxficst*  vlt:k  a  $T*SOQ 
with  a  ceiling  rate  tiad  to  tk«  91-daT  T-felll  «actxoB  a^««z«9a;  Itas 
asked  the  DISC  staff  to  prepare  adttrtiODal  firninsals  for  a  aepoalt 
with  a  sborter  tem  than  91  daips  tlkat  woald  provide  dsposltory 
institotioos  vith  a  aore  coepetitxve  nsJilrle  vie-a-vls  srstsj 
■arket  foods:  and  lias  approved  a  3  1/2  year  eeturxty*  oelllngless 
certificate  vith  no  ■iniM  drnceii nation.   For  all  practical  porpoees* 
the  DIDC's  recent  evtbcK-lzaticei  of  a  oellxngleea  3  1/2  jesr  acooant 
is  a  deregulated  one  year  acooant.   Oader  this  antborlty*  tbe  FDIC 
is  now  permitting  stat*-clurtcred  savings  banks  to  structure  tbe 
3  1/2  year  account  in  such  a  way  tkat  savers  aay  wlttodraw  funds 
after  1  year  and  still  obtain  a  15  percent  yield,  a  yield  higher 
than  current  noney  narket  fund  rates. 

Given  these  facts,  the  real  question  is  when  thrifts  can 
expect  earnings  to  rise  to  aeet  the  very  high  costs  they  are  bow 
experiencing  because  of  the  paya«nt  of  narket  rates  on  virtually 
all  deposits.   The  answer  depends  priaarily  on  future  interest 
rates.   The  nore  short-tem  narket  interest  rates  decline*  the 
less  associations  %#ill  be  required  to  pay  for  deposits,  the  less 
they  will  need  to  raise  portfolio  yields  to  regain  profitablity, 
and  the  shorter  will  be  the  tiae  period  required  to  restructure. 
If  short-tern  rates  renain  hi^  or  rise,  the  converse  would  be  true. 

Portfolio  restructuring  itself  requires  tiae  because  associ- 
ations not  only  need  to  increase  yield,  but  need  to  increase  the 
cyclical  sensitivity  of  the  yield  on  their  assets  to  balance  that 
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of  liabilities.   The  attached  Table  1  presents  estinates  of  how  long 
portfolio  restructuring  could  take.   For  example,  if  three^uarters 
of  all  new  loans  are  adjustable  rate  nortgages  and  if  nortgage 
originations  are  equal  to  25  percent  of  the  beginning-of-period 
level  of  mortgages,  then  the  adjustable-rate  mortgage  component 
of  the  portfolio  will  be  30  percent  after  three  years  and  46  percent 
after  5  years.   These  assun^tions  about  the  volume  and  composition 
of  originations*  however «  are  very  optimistic. 

The  purchase  of  short-term  flexible  assets  is  constrained  by 
the  amount  of  deposit  inflows  and  mortgage  repayments.   In  1981, 
FSLIC-insured  S&Ls  experienced  a  very  considerable  outflow  of  retail 
savings.   Furthermore,  mortgage  repayments  have  been  depressed  by 
the  low  level  of  housing  activity  and  by  state  laws  restricting 
the  enforcement  of  due -on- a  ale  clauses.   All  these  factors  iiihibit 
the  achieving  of  the  requisite  degree  of  portfolio  flexibility  for 
S&Ls  to  pay  market  yields  on  all  accounts. 
QUESTION  6 

On  page  14  you  refer  to  the  availability  to  commercial  banks 
of  "interest-free  demand  deposits." 

In  today's  competitive  environment,  how  long  would  you  say  it 
would  be  realistic,  or  even  desirable,  for  interest-free  funds  to 
be  available  to  depository  institutions? 

What  is  your  position  on  H.R.  5414,  a  proposal  by  Rep.  Bill 
Gradison  to  permit  thrift  institutions  to  offer  NOW  accounts  to 
state  and  local  governmsnts? 
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lO&lle  It^  would  be  beneficial  «o  ^lirifits  tor   tbwi  «o  be  able 
to  accept  intereet-free  rlii—iiil  depoei^e.  we  liosld  ■■pyoi.L  bringiiig 
tbese  depoeits  oader  tbe  jvriedictioB  of  tbe  DIDC.  witb  tlie  objecti.vc 
of  bringing  tbwi  to  aaxlcet  ratee  no  later  tban  198S.   Vitb  renpec^ 
to  H.R.  S414«  lie  strongly  endorse  efforts  to  allov  state  and  Icwal 
go^erif  nfa  to  baine  9QW  aocoants. 
QOESTIOH  7 

On  page  16  yoa  state  tbat  altlnogpft  yoa  are  *phi  loenpiiiral  1y 
uncomfortable  witlk  tbe  notion  of  ijiitci  itnt  intervention  to  prs^wint. 
corporate  failures  ( « )  ...  tbere  are  instances  idisn  intervention  is 
appropriate  to  acbieve  sons  transcendent  national  objective.* 

Do  you  bave  any  concern  tbat  if  a  large  ooenitnent  is  nade  to 
tbe  salvation  of  tbe  S4I.  industry*  tbe  financial  narkets  n&^it  meet 
adversely  and  interest  rates  would  rise*  jeopardising  furtber  tbe 
prospects  for  the  industry,  or  tbat  tbe  connitasnt  of  fnnds  to  tbe 
thrift  industry  will  nske  those  funds  unavailable  to  otber  sectors 
whose  perfomance  nay  be  crucial  to  tbe  prospects  for  eoonoaic 
recovery,  another  "transcendent  national  objective"? 
ANStSR  7 

The  failure  of  a  financial  institution  is  different  froa  tbe 
failure  of  nost  other  corporations  in  tbat  tbe  govenmsnt  bas 
nade  a  very  explicit  guarantee  about  tbe  insurance  of  deposits. 
In  sy  view,  it  would  be  unconscionable  for  tbe  govemnent  to  allow 
any  depositor  with  deposits  under  tbe  federal  insurance  lin&t  to 
lose  anything  in  a  bank  or  S4I.  failure.   Hie  issue  then  bsoo— s 
not  %fhether  to  protect  S4Ls,  but  Kow  to  protect  insured  depositors 
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at  the  lowest  net  cost  to  the  deposit  insurance  funds  and  the 
Treasury. 

With  respect  to  the  possible  effects  of  thrift  assistance  on 
the  economy,  a  massive  loan  %i»rehousin9  schene,  for  example*  could 
destabilize  financial  markets.   I  do  not  see,  in  any  event,  a  need 
for  audti   a  plan. 
QUESTION  8 

One  concern  %^ich  occurs  under  any  proposal  to  concentrate 
assistance  on  the  weakest  institutions,  %^ether  under  H.R.  5688 
or  under  your  own  income  capital  c;erti£ic&te  proposal  is  the  effect 
%^i<di  audti   assistance  would  have  upon  those  relatively  healthy 
institutions  «rhich  would  then  have  to  compete  against  federally- 
assisted  institutions? 

How  %K>uld  you  evaluate  this  effect,  and  how  would  you  compare 
the  extent  of  this  problem  under  your  proposal  versus  H.R.  5568? 
ANSWER  8 

The  aid  to  the  industry  %Aiich  is  extended  under  the  Pratt 
plan  would  have  specific  provisions  Which  would  encourage  efficient 
operations.   Though  the  Pratt  plan  would  slow  the  rate  at  %^ich 
problem  institutions  reach  zero  net  worth,  it  would  still  assure 
t.hat  the  weakest  institutions  vrould  be  the  first  to  reach  insolvency 
and  to  be  resolved  on  a  supervisory  basis. 

In  contrast,  H.R.  5568  %fould  initially  provide  qualifying 
problem  associations  with  full  compenaation  for  losses  up  to  the 
amount  that  such  losses  impaired  a  tvro  percent  net  worth  standard. 
Thus,  H.R.  5568  would  impose  substantially  less  market  discipline 
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opOB  problcs  inst^itn^ioiw*  and  as  a  rasolt.  woald  Incrgaaa 
titi^NB  pressores  on  relat^i^rely  healthy  ina^tot^iona*  contraat^ed 
with  tha  Pratt  plan. 
OOBSTXOH  9 

On  pagea  20  and  21  yoa  atata*  *any  incraaaa  in  tlia  Bank  Boaxd's 
line  of  credit  to  the  Treaaary  would  increase  our  capacity  Cor 
adKiniatering  such  a  plan,  as  well  as  contribute  to  ita  acceptance 
by  the  financial  CLsaiiiiii  ty.  ...  Acceptance  would  alao  Hiage  greatly 
on  the  clear  availability  of  the  line  of  credit  to  foad  these 
obligationa  should  that  bf  re— i  necessary.* 

By  "acceptance  by  the  financial  lij— ■lity,*  do  yoa  aean  the 
willingness  of  the  financial  i  i—iaiity  to  treat  the  "inroi  capital 
certificates"  as  capital  rather  than  debt  and  the  wlllingaesa  of 
the  financial  ci.— iiiiity  to  continue  to  hold  aecuritiea  of  the  thrift 
industry? 
AHSWER  9 

In  the  context  of  the  testiaony,  acceptance  by  the  financial 
coHiunity  refers  generally  to  the  credibility  of  the  aaaistaace 
effort  fron  the  viewpoint  of  depositors  and  investors.   That 
effort  will  be  credible  only  if  depoaitors  and  creditors  dsi  PSUC 
resources  adequate  to  neat  the  obligations  of  the  assistance  program. 
A  line  of  credit  sufficient  to  cover  PSLIC  secoritiee  issued  in 
conjunction  with  an  assistance  progran  would  largely  eliniaate  the 
default  risk  likely  to  ba  associated  with  such  a  progran  instituted 
with  a  iiore  limited  line  of  credit,   "mis  would  help  both  assisted 
institutions  and  the  thrift  industry  generally  to  continue  to  hold 
and  secure  deposits  and  to  tap  iioney  and  capital  narkets  in  their 
efforts  to  restructure  through  enhancing  the  confidence  of  the 
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financial  community  In  the  ability  of  the  FSLIC  to  carry  out  its 
basic  Insurance  function. 
QUESTION  10 

On  page  22  you  state  that,  "Regulation  of  the  SfcL  industry 
always  has  profited  by  the  fact  that  all  federal  regulatory 
responsibilities  for  savings  and  loan  associations  are  under  one 
roof." 

How  would  you  respond  to  the  suggestion  which  is  heard  on 
occasion,  that  the  thrift  industry  as  a  whole,  including  mutual 
savings  banks,  now  suffers  from  the  fact  that  federal  regulatory 
responsibilities  are  under  two  roofs  instead  of  one? 
ANSWER  10 

As  a  general  proposition,  we  believe  that  the  fewer  regulators 
an  industry  has,  the  better  oft   it  will  be.   We  also  believe  it 
would  be  eminently  logical  for  the  Bank  Board  to  assume  jurisdiction 
for  all  savings  baiiks,  so  that  they  could  enjoy  the  same  operating 
flexibility  and  opportunities  the  Bank  Board  has  granted  federally 
cdiartered  savings  and  loan  associations.*  We  do  not  have,  however, 
any  hard  evidence  that  the  current  sharing  of  thrift  regulatory 
responsibilities  at  the  federal  level  between  the  FDIC  and  the 
Bank  Board  has  had  or  is  having  a  negative  impact  on  the  thrift 
industry  as  a  whole. 
QUESTION  11 

With  respect  to  each  of  the  following  provisions  of  H.R.  5568, 
please  answer  the  following  general  questions s 

1.  How  would  the  provision  work  in  practice? 

2.  Would  you  describe  the  provision  as  "desirable"? 
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4.  Vt^'L   gacgeTt:i-jgg  vai^f  73L  sffsir  r::c  «■■■  11*  Hie  provisiOD? 

a.  71uc  sapit^I  irfssiatL  j^cicmia  flr»- jmwf  ^c  laiTtaJTa  ta>e  net  north 
of  JTiff^i-yia^a"  -s T.gtLJtjrri. cmg  at  2t.   Sont  aazy  iastitations  (nuaber 
asd  total  a»seta)  Ac  yac   e»t  .Tte  ^nr^f  qaalify  £or  tlie  program 
today?  rta  70c  iielieve  ti*  ss^ier-riacrTr  a^eades  can  deteraine 
eligibility  viti  re&AC'Zia^le  oerra^rty  a=k£  fairaess?  Slsoald 
lialtatioxas  be  placed  rpcc  tlae  prerooatives  ot   aanajgfnt, 

to  enst«re  that  the  federal  interest  is  protected  and  to  create 
a  disincentive  fcr  institutions  to  apply  for  assistance? 

b.  The  reporting  and  lending  practice  reqnirfgnts.   IS&at  is  s^ant 
by  lending  practices?  Would  the  need  to  adadnister  this  pro- 
vision place  an  undue  burden  on  the  already  strained  Resources 
of  agencies  and  of  depository  institutions? 

c.  The  require»ent  that  not  less  than  501  of  annoal  net  new 
depoaits  be  invested  in  single- family  aortgages  for  first-tiaw 
homebuyers  %<ho  would  pay  11  above  the  institution's  cost  of 
fund  a.   la  it  anticipated  that  there  will  be  any  "net  new 
deposits**  at  all?  How  many  individuals  would  qualify  as 
first-tiros  homebuyers,  and  how  would  institutions  allocate 
limited  funds  among  numerous  applicants? 

d.  The  provision  for  quarterly  ** earnings  stabi ligation  payments .  * 
Is  it  sound  public  policy  to  provide  "earnings  stabilization" 
insurance  to  depository  institutions?  Are  the  figures  for 
"earnings  losses*'  subject  to  undue  manipulation  by  the  insti- 
tutions? How  would  the  agencies  determine  that  payments 

may  continue  and  make  the  required  certification  *'that  the 
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continued  earnings  losses  involved  are  caused  by  general 
market  conditions  and  not  by  the  actions  of  such  qualified 
insured  institution"? 
ANSWER  11 

A.  For  FSLIC-insured  savings  and  loan  associations  alone, 
if  6-inonth  Treasury  bill  rates  continue  in  the  13-1/2  percent 
range,  it  is  estimated  that  raising  all  net  worth  ratios  to  2 
percent  would  cost  about  $2.4  billion  by  year-end  1983  and  $6.3 
billion  by  year-end  1983.   There  would  be  about  1,051  subsidized 
institutions  at  year-end  1982  and  approximately  1,829  by  year-end 
1983.   In  all  likelihood,  the  provision  of  any  government  assistance 
would  require  some  "reregulation"  of  financial  institutions  in 
order  to  protect  against  the  waste  or  misuse  of  public  funds.   The 
current  proposal,  for  example,  does  not  take  into  account  the 
potential  for  loss-taking.   In  the  absence  of  a  provision  to  prevent 
this,  associations  would  have  an  inducement  to  sell  below-market 
assets  at  a  loss  in  order  to  reduce  net  worth  below  2  percent  and 
therefore  qualify  for  the  subsidy.   This  alone  could  generate 
claims  for  assistance  well  in  excess  of  the  proposed  appropriati^i . 

B.  The  reporting  requirements  of  thef  proposed  legislation 
are  very  general  and  would  require  substantial  regulatory  inter- 
pretation and  amplification.   All  FDIC-  or  FSIjIC-inBure<3  institutions, 
however,  currently  provide  substantial  information  to  their  regulatory 
agency  on  a  regular  basis  and  it  is  likely  that  existing  reports 
could  be  modified  to  provide  essential  additional  informatloti 
without  unduly  increasing  reporting  burden.   As  already  noted,  any 
type  of  governmental  subsidy  program  will  undoubtedly  involve  some 


95-072  0-82-7 


Digitized  by 


Google 


1576 


reregulation  to  insure  that  the  poiblic  funds  are  protected. 

C.  The   provision  of  the  plan  requiring  allocation  of  a  por- 
tion of  any  net  new  deposits  received  to  first-tiae  bone  buyers 

at  below  market  interest  rates  could  be  selr -defeating,  for  under 
this  provision  the  ability  of  pa rt ic ipa ti £rg  in«tltut:ion«  to  increase 
the  yield  on  their  aort-gage  portfolios  would  be  sharply  limited. 
This,  in  turn,  would  reduce  their  overall  ability  to  cut  operating 
losses  and  again  become  viable.   Under  these  clrcunstances*  the 
desirability  of  the  entire  proposal  <becGmes  questionable.   Estimates 
of  future  demand  for  housing  from  first-time  hoswbuyers  are  highly 
dependent  on  assumptions  %d.th  regard  to  interest  rates,  for  the 
lower  rates  fall,  the  more  potential  first-time  buyers  become 
qualified  for  a  loan.   This  %fould  result  in  a  difficult  allocation 
problem  for  participating  institutions,  particularly  since  many 
institutions  may  not  be  able  to  acquire  much  in  the  %ray  of  net  new 
deposits  in  the  current  structural  and  financial  environment. 

In  view  of  these  problems,  we  believe  that  the  deposit 
allocation  requirement  transforms  H.R.  5568  into  a  measure  %^ich 
operates  more  as  a  housing  subsidy  measure  than  an  S&L  assistance 
program.   If  Congress  wishes  to  provide  a  subsidy  to  housing,  we 
believe  it  %fOuld  be  more  efficient  and  less  harmful  to  thrifts 
to  do  so  directly. 

D.  The  proposal  would  create  a  large  group  of  associations 
with  net  %forth  of  exactly  2  percent.   If  the  program  were  dis- 
continued before  industry  profitability  were  restored,  most  of 
this  group  could  fail  in  a  relatively  short  period  of  time,  causing 

a  caseload  substantially  in  excess  of  the  resources  of  the  FSLIC. 
A  plan  such  as  proposed  by  the  FHLBB  that  involves  partial 

relnibur»ein&nt  for  losses  would  distribute  the  caseload  of  failing 

institutions  better  over  time.   As  noted  earlier,  some  type  of 

reregulation  is  inevitable  for  near-failing  institutions. 
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TABLE  1 


Estimattts  of  the  Percentage  of  S&Ls*  Mortgage  Portfolio  in  ARMs 
Starting  from  an  Initial  Five  Percent  Portfolio 


After  3  years  After  5  years 

Rate  of  growth  Rate  of  growth 

of  new  mortgages  of  new  mortgages 

20%    25%   13%  20%    25%    30% 

Percent  of      25%   11%    11%   13%  15%    17%    18% 

new  mortgages    50%   19%    21%   23%  28%    31%    34% 

that  are  ARMs    75%   26%    30%   34%  41%   46%    50% 


Digitized  by 


Google 


1578 


U.S.  HOUSE  OF  REPRESENTATIVES 

COMMITTEE  ON  BANKING.  HNANCE  AND  URBAN  AFFAIRS 

NINCTV-SCVCNTH  CONOftCSS 

tilt  Ravburn  House  Orricc  BuiLoma 
WASHINGTON.  D.C.    2051S 

April  6,  1982 


Honorable  William  A.  Isaac 

Chairman 

Federal  Deposit  Insurance  Corporation 

550  Seventeenth  Street,  N.  W. 

Washington,  D.  C.  20429 

Dear  Bill: 

Your  recent  testimony  on  H.R.  5568,  the  Home  Mortgage  Capital 
Stability  Act,  before  the  Subcommittee  on  Housing  and  Community 
Development  has  been  received  with  great  Interest  and  studied  closely 
by  Minority  Members  and  Committee  staff. 

Unfortunately,  the  limited  amount  of  time  available  at  the 
hearings  did  not  permit  as  full  a  discussion  of  the  Issues  as  we 
would  have  liked.  However,  the  Minority  staff  has  developed  a  series 
of  questions  designed  to  give  the  witnesses  a  fuller  opportunity  to 
present  their  views  for  the  record. 

It  would  be  y/ery  helpful,  therefore.  If  you  would  respond  to 
the  attached  list  of  questions.  In  order  to  ensure  that  your  answers 
win  be  Included  In  the  hearing  record,  they  should  be  received  no 
later  than  April  16. 

Thank  you  for  your  cooperation. 

Sincerely, 


J.  William  Stanton 
JWSrbfd 
Attachment 
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@  FEDERAL  DEPOSIT  INSURANCE  CORPORATION.  Washmgton  o  c  2U4^ 


OFFICE    Of     THE    CHAIRMAN 


April  16,  1982 


Honorable  J.  William  Stanton 
Ranking  Minority  Member 
Committee  on  Banking,  Finance  and 
Urban  Affairs 
House  of  Representatives 
2129  Rayburn  House  Office  Building 
Washington,  O.C.  20515 

Dear  Mr.  Stanton: 

We  are  pleased  to  respond  to  the  questions  on  H.  R.  5568  presented  in 
your  letter  of  April  6,  1982. 

Question  1. 

On  page  1  you  refer  to  an  assumption  that  "funds  can  be  allocated  to  this 
endeavor  without  increasing  upward  pressures  on  interest  rates,..."     You 
go  on  to  say  that,   "A  program  of  financial   assistance  ...,  if  not  approached 
within  the  context  of  an  overall   strategy  that  exerts  downward  pressure  on 
interest  rates,  is  likely  to  be  self-defeating." 

Are  you  concerned  that  H.  R.  5568,  if  enacted  in  its  present  form,  would  send 
a  message  to  the  financial   markets  that  Congress  is  willing  to  spend  an  unduly 
large  amount  of  money  to  preserve  the  specialized  thrift  industry  and  that  the 
result  might  be  an  adverse  reaction  in  financial   markets  which  would  drive  up 
interest  rates  and  further  aggravate  the  problems  of  the  industry? 

Answer:     No,  I  don't  think  we  are  saying  that  this  legislation  taken  by  itself 

would  precipitate  any  given  reaction  in  financial  markets.     What  we  are  saying 

is  that  the  conventional   wisdom  is  that  the  persistence  of  high  interest  rates 

is  due  in  large  measure  to  the  total  anticipated  Federal   deficit.     If  this 

premise  is  valid  then  any  program  that  increases  the  deficit  may  exacerbate 

the  problems  of  the  thrifts. 
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Question  2. 

On  page  2  you  state  that  it  would  be  "imprudent"  to  try  to  preserve  the 
thrift  industry  in  its  present  form,  given  that  "The  marketplace  has 
served  periodic  notice  ...  that  our  system  of  mandatory  specialization, 
accompanied  by  rigid  interest  rate  controls,  is  no  longer  viable." 

How  do  you  respond  to  a  major  justification  which  has  been  advanced  for 
preserving  the  industry,  that  it  would  be  cheaper  to  preserve  the  industry 
than  to  liquidate  it,  because  liquidation  could  cost  as  much  as  $90  billion? 

How  much  would  it  cost,  under  a  reasonable  Interest  rate  scenario,  to  rely 
upon  assisted  mergers  as  the  principal   device  with  which  to  manage  the 
problems  of  the  thrift  Industry? 

What  is  your  evaluation  of  a  recent  study  by  Wharton  Econometric  Forecasting 
Associates  which  purports  to  demonstrate  that,  "Far  and  away  the  most  expen- 
sive way  to  deal  with  problem  thrifts,  short  of  liquidation.  Is  to  force 
mergers  for  them."? 

Answer:     The  Important  phrase  in  my  comment  on  preservation  is  "in  its  present 
form."     If  the  thrifts  had  new  asset  powers  so  they  could  Increase  earnings 
and  if  they  were  free  to  pay  market  rates  for  deposits,  mar\y  thrifts  could 
survive  at  no  cost  to  the  government. 

Studies  such  as  the  Wharton  study  that  try  to  measure  the  costs  of 
mergers  against  various  forms  of  direct  assistance  have  reached  their  con- 
clusions based  on  faulty  data  and  erroneous  assumptions.     More  Importantly, 
they  beg  the  issue  --  unless  the  root  causes  of  the  problems  are  addressed 
the  costs  will  continue  to  escalate  whichever  route  one  takes. 
Question  3. 

On  page  3  you  state,  "Our  first  tenet  is  that  the  assistance  should  be 
available  only  on  a  selective  basis.     Inept  management  should  not  be  sub- 
sidized with  funds  Intended  to  provide  temporary  relief  to  victims  of 
unexpected  and  unprecedented  economic  conditions." 

On  March  24,  Mr.  Roy  G.  Green,  testifying  for  the  U.S.  League  of  Savings 
Associations,  complained  that,  "The  FSLIC  and  FDIC's  primary  orientation  Is 
protection  of  depositors,  not  preservation  of  Institutions."    Mr.  Green  went 
on  to  recommend  that  the  regulators  "be  relieved  of  such  subjective  eligi- 
bility judgments  as  a  determination  of  'reasonable  prospects  for  long-term 
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viability'"  on  the  ground  that,  "the  capricious  turns  of  the  interest  rate 
cycles,  and  ...  the  haphazard  decisions  of  the  DIDC,  make  such  long-term 
assessments  very  difficult  ...  if  not  impossible."     (Pages  11  and  14  of 
Mr.  Green's  statement.) 

How  do  you  respond  to  Mr.  Green's  suggestion  that  the  regulators  should  not 
be  called  upon  to  eliminate  the  inept  operators? 

One  concern  which  occurs  under  any  proposal   to  concentrate  assistance  on 
the  weakest  institutions  is  the  effect  which  such  assistance  would  have  upon 
those  relatively  healthy  institutions  which  would  then  have  to  compete  against 
Federally-assisted  institutions.     How  would  you  evaluate  this  effect,  and 
would  you  recommend  any  specific  measures  to  overcome  it? 

Answer:     We  agree  that  it  is  sometimes  difficult  to  predict  the  long-term 

prospective  viability  of  an  institution.     On  the  other  hand,  there  are  a  good 

many  instances  in  which  it  is  relatively  easy  to  ascertain  that  an  institution 

will   not  make  it.     In  those  instances  we  feel    it  would  be  inappropriate  to 

expend  taxpayers'  money  to  keep  the  institutions  operating. 

We  feel   very  strongly  that  local   communities  and  the  financial  system 

as  a  whole  are  better  served  by  assisted  mergers  which  create  stronger,  more 

viable   institutions  than  by  simply  propping  up  failing  institutions.     Capital 

infusions  should  be  used  only  where  sound  mergers  cannot  be  arranged  at  a 

reasonable  cost.     If  utilized,  capital    infusions  should  be  accompanied  by 

stringent  operating  controls. 

Assisting  institutions  on  a  selective  basis  --  regardless  of  how  they 

are  selected  --  will   obviously  create  some  inequities  vis-a-vis  nonassisted 

institutions.     The  only  way  we  know  to  minimize  this  is  to  keep  the  assistance 

at  the  minimum  level   needed  to  achieve  your  goal. 

Question  4. 

On  page  6  you  refer  to  the  adverse  effects  of  "unjust  and  burdensome"  state  and 
local   franchise  taxes  and  recommend  addition  of  "a  proviso  which  would  require 
that  any  state  or  local   government  with  such  a  tax  would  have  to  waive  it  for 
institutions  being  assisted  under  the  Act  until   repayment  is  effected." 
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Would  you  favor  withholding  such  assistance  In  the  first  place  unless  a 
waiver  Is  forthcoming? 

Answer:  Yes. 

Question  5: 

You   have  repeatedly  stressed  the  Importance  to  depository  Institutions  of 
the  power  to  offer  a  short-term  deposit  Instrument  to  allow  them  to  compete 
against  nondeposltory  financial   Institutions.     Many  thrift  Institutions  are 
also  seeking  enhancements  In  their  ability  to  compete  for  deposits  against 
commercial    banks. 

What  Is  your  position  on  H.  R.  5414,  a  proposal   by  Rep.  Bill  Gradlson  to 
permit  thrift  Institutions  to  offer  NOW  accounts  to  state  and  local   govern- 
ments? 

Answer:     The  FDIC  has  not  taken  a  position  on  H.  R.   5414  but  we  are  generally 

In  favor  of  broad-based  deregulation. 

Question  6: 

With  respect  to  each  of  the  following  provisions  of  H.  R.   5568,  please  answer 
the  following  questions: 

1.  How  would  the  provision  work  in  practice? 

2.  Would  you  describe  the  provision  as  "desirable"? 

3.  Would  you  describe  the  provision  as  "workable"? 

4.  What  suggestions  would  you  offer  to  amend  the  provision? 

a .  The  Capital    Infusion  Program  designed  to  maintain  the  net  worth  of  indivi- 
dual  InstTfutions  at  2%.     How  many  instTtutions  (numBier  and  totaT"as sets) 
do  you  estimate  wouTdqualify  for  the  program  today?    Do  you  believe  the 
supervisory  agencies  can  determine  eligibility  with  reasonable  certainty 
and  fairness?     Should  limitations  be  placed  upon  the  prerogatives  of 
management,  to  ensure  that  the  Federal  interest  is  protected  and  to  create 
a  disincentive  for  institutions  to  apply  for  assistance? 

b.  The  reporting  and  lending  practice  requirements.     What  is  meant  by  lending 
practices?    Would  the  need  to  administer  this  provision  place  an  undue 
burden  on  the  already  strained  resources  of  agencies  and  of  depository 
institutions? 

c .  Th£.  requirement  that  not  less  than  50X  of  annual  net  ^lew  deposits  be 
invested  in  single-family  mortgages  for"Trrst-t1nie~Tk)mebuyers  who  would 
pay  1%  above  the  institution's  cost  of  funds.     fT'lt  anticipated  that  there 
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will  be  any  "Net  new  deposits"  at  all?     How  many  individuals  would 
qualify  as  first-time  homebuyers,  and  how  would  institutions  allocate 
limited  funds  among  numerous  applicants? 

d.     The  provision  for  quarterly  "Earnings  Stabilization  Payments."     Is  it 
sound  public  policy  to  provide  "earnings  stabilization^'  insurance  to 
depository  institutions?    Are  the  figures  for  "earnings  losses"  subject 
to  undue  manipulation  by  the  institutions?    How  would  the  agencies  deter- 
mine that  payments  may  continue  and  make  the  required  certification  "that 
the  continued  earnings  losses  involved  are  caused  by  general  market  con- 
ditions and  not  by  the  actions  of  such  qualified  insured  institution"? 

Answer: 

6. a.       At  the  moment  there  are  only  a  couple  of  MSBs  with  book  net  worth  of 

less  than  2  percent.     In  the  neighborhood  of  45  might  be  expected  to  drop  that 

low  through  the  end  of  1983  assuming  second  half  1981  earnings  continue  for 

1982  and  1983.     FDIC  projections  are  that  we  will   be  handling  a  relatively 

small  number  of  banks  over  which  we  have  had  supervision  for  a  number  of  years. 

We  believe  we  can  make  fair  and  reliable  judgments  about  the  value  of  capital 

infusions  for  any  given  institution  and  administer  any  sanctions  needed. 

6.b.     If  assistance  is  to  be  provided  —  particularly  if  it  is  to  be  provided 
on  a  quarterly  basis  --  we  consider  it  appropriate  to  require  some  form  of 
reporting  to  justify  its  continuation.     We  do  not  know  what  the  authors  of 
the  bill  were  referring  to  as  "lending  practices"  but  presume  it  related  to 
the  requirements  of  Sec.   (E)(iii). 

6.C.     As  noted  in  our  testimony,  we  do  not  believe  any  provisions  of  H.  R.   5568 
would  be  effective  in  generating  net  new  deposits.     We  believe  legislation  to 
grant  new  asset  powers  for  thrifts  is  essential.     If  such  legislation  were 
enacted  the  DIDC  would  be  in  a  position  to  authorize  new  deposit  categories 
which  would  enable  thrifts  to  compete  effectively  for  deposits. 
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The  requirement  for  Investing  50  percent  of  net  new  deposits  in  single, 
family  mortgages  for  first-time  homebuyers  at  1  percent  over  the  institution's 
cost  of  funds  Is  economically  unsound.     It  would  also  pose  administrative 
problems  for  both  the  institutions  and  the  regulators. 

6.d.     Whether  it  is  sound  public  policy  to  provide  earnings  stabilization  pay- 
ments to  depository  Institutions  is  a  matter  for  Congress  to  decide.     Should 
the  Congress  decide  in  the  affirmative,  it  should  then  establish  the  conditions 
that  stipulate  what  kinds  of  losses  are  to  be  covered  and  the  conditions  for 
continuing  eligibility.     As  we  noted  in  our  testimony,  we  felt  H.  R.  5568  as 
originally  introduced  did  not  stipulate  these  matters  with  sufficient  pre- 
cision. 

In  closing,  let  me  state  that  we  would  have  serious  reservations  about 
any  program  for  capital  infusions  which  calls  for  support  based  on  a  rigid 
formula  rather  than  granting  the  FDIC  broad  discretion  to  decide  when  support 
is  appropriate,  how  much  support  is  necessary  and  the  terms  under  which  it 
will  be  granted.     The  Corporation  is  confronted  with  a  complex  set  of  circum- 
stances and  has  accumulated  substantial  expertise  in  handling  troubled 
financial   institutions.     There  are  no  simple  solutions  which  can  be  applied 
across  the  board,  and  it  would  be  a  mistake  to  tie  our  hands  unnecessarily. 

We  appreciate  this  opportunity  to  offer  additional  comments  and  look 
forward  to  a  continuing  dialogue  with  the  Committee  as  legislative  proposals 
in  this  area  progress. 


Sincerely, 


William  M.  Isaac 
Chairman 
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Mr.  St  Germain.  Now  we  have  our  next  witness,  Mr.  Roger 
Mehle,  Assistant  Secretary,  Domestic  Finance,  U.S.  Department  of 
the  Treasury. 

Mr.  Mehle,  we  received  your  testimony  this  morning  which  did 
not  give  us  an  opportunity  to  read  it  with  thoroughness  and  with 
an  analytical  eye.  And  under  the  circumstances,  we  would  ask  you 
to  read  your  entire  text  into  the  record  so  that  the  members  may 
have  the  benefit  of  your  words  of  wisdom. 

Mr.  Mehle.  Mr.  Chairman,  my  apologies  for  not  having  the  testi- 
mony here  earlier  this  morning.  Did  you  say  you  would  like  to 
have  me  deliver  my  entire  text? 

Mr.  St  Germain.  I  do  not  think  it  is  that  long. 

Mr.  Mehle.  I  think  it  would  take  me  about  a  half  an  hour  to  de- 
liver it. 

Mr.  St  Germain.  Why  don't  you  proceed  and  we  will  see  how  the 
timing  goes?  We  have  all  day.  We  are  not  going  to  limit  your  time. 

Mr.  Mehle.  Thank  you. 

STATEMENT  OF  ROGER  W.  MEHLE,  JR,  ASSISTANT  SECRETARY 
OF  THE  TREASURY,  DOMESTIC  FINANCE 

Mr.  Mehle.  Mr.  Chairman  and  members  of  this  distinguished 
subcommittee,  I  do  appreciate  the  opportunity  to  review  with  you 
again  the  condition  of  depository  institutions,  their  ability  to  deliv- 
er credit  to  all  sectors  of  the  economy  and  the  contingency  plans 
available  to  deal  with  any  problems  confronting  the  institutions. 

In  particular,  Mr.  Chairman,  I  am  pleased  to  present  the  admin- 
istration's testimony  on  H.R.  5568,  the  "Home  Mortgage  Capital 
Stability  Act"  introduced  by  Chairman  St  Germain. 

My  testimony  will  focus  on  the  current  condition  of  the  thrift  in- 
stitutions, how  we  should  be  structuring  and  modernizing  legisla- 
tive and  regulatory  constraints  that  affect  them,  and  the  role  for 
measures  like  those  suggested  by  your  proposed  legislation.  E>very 
action  that  we  take  should  be  part  of  a  process  of  building  a  strong 
and  competitive  framework  that  will  give  our  thrift  institutions  the 
flexibility  to  respond  to  a  changing  financial  environment  and 
shifting  market  forces  for  years  to  come. 

condition  of  thrift  institutions 

Despite  enormous  inflationary  pressures,  our  depository  institu- 
tions generally  have  been  performing  adequately.  The  foreign  and 
domestic  assets  of  federally  insured  commercial  banks  increased  9.1 
percent  in  1981  and  their  return  on  equity,  after  tax,  was  a  healthv 
13.2  percent,  compared  with  13.7  percent  in  1980.  Bank  net  worth 
increased  9.3  percent. 

Federal  credit  unions  increased  their  assets  by  6.4  percent  in 
1981  and  achieved  a  rate  of  return  on  assets  of  approximately  .57 
percent  in  1981,  which  is  a  threefold  increase  over  their  0.14  per- 
cent rate  of  return  in  1980. 

The  one  problem  area  involves  thrift  institutions — savings  and 
loan  associations  and  mutual  savings  banks.  The  assets  of  federally 
insured  savings  and  loan  associations  and  mutual  savings  banks  in- 
creased 5.2  and  2.4  percent,  respectively,  in  1981.  However,  as  a 
result  of  operating  losses  experienced  by  both  types  of  institutions. 
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their  net  worth  declined  15.0  and  12.3  percent,  respectively.  There 
should  be  no  doubt  that  the  administration  is  very  much  aware  of 
the  thrift  industry's  earnings,  and,  hence,  its  net  worth  problems. 
We  are  concerned  both  for  the  health  of  the  industry  itself  and  for 
the  flow  of  funds  to  the  housing  sector. 

As  we  discussed  during  my  appearance  before  the  full  committee 
last  July,  the  fundamental  problem  facing  thrift  institutions  is  the 
structural  imbalance  between  an  asset  portfolio  dominated  by  long- 
term,  flxed-rate,  low-3deld  mortgage  instruments  and  liabilities  in- 
creasingly dominated  by  rate-sensitive,  shorter-term  deposit  instru- 
ments. 

Thrift  institutions  are  using  an  increasing  amount  of  deposit  li- 
abilities with  interest  rates  that  vary  with  market  rates  to  make 
new  mortgage  loans  or  to  carry  long-term  mortgages  made  in  prior 
ye£m9  at  fixed  rates  of  interest.  The  instititutions'  deposits  which 
are  under  federal  interest  rate  ceilings  are  inevitably  eroding  as 
customers  take  advantage  of  alternative  market  rate  accounts, 
both  within  and  outside  the  institutions. 

This  imbalance  between  increasingly  rate  sensitive  liabilities  and 
long-term  rate  insensitive  assets  is  central  to  the  thrift  industry's 
earnings  problems.  For  almost  2  years,  short-term  interest  rates 
have  exceeded  the  rates  on  most  of  the  institutions'  existing  mort- 
gages. As  a  result,  thrift  institutions  have  been  paying  more  for 
their  liabilities  than  they  are  earning  on  their  assets,  thus  operat- 
ing at  a  loss  and  eroding  their  net  worth. 

DECUNING  NET  WORTH;  ADEQUACY  OF  CASH  FLOW 

Until  short-term  interest  rates  decline  and  the  cost  of  funds  falls 
below  the  average  asset  portfolio  3deld,  thrift  institutions  will  con- 
tinue to  experience  operating  losses  eroding  their  net  worth.  The 
decline  in  net  worth  is  important  not  for  its  own  sake,  since  it  does 
not  determine  a  depository  institution's  abilitv  to  conduct  its  busi- 
ness, but  because  at  some  point  depositors  and  lenders  may  become 
troubled  by  the  erosion  of  an  account  commonly — and  correctly — 
thought  of  as  a  mark  of  flnancicd  soundness  for  non-depository  in- 
stitutions. 

In  addition,  some  State  regulatory  officials  and  others  concerned 
with  the  industry's  condition  have  come  to  accept  net  worth  de- 
clines below  some  arbitrary  minimum  level  as  automatically  neces- 
sitating a  merger  or  liquidation  of  the  institution  in  question.  In  at 
least  one  State  a  thrift  institution  may  not  pay  interest  on  deposits 
if  its  net  worth  falls  below  a  specified  percentage  of  deposits.  Tids 
is  true  despite  the  fact,  as  I  said,  that  the  decline  in  net  worth  does 
not  necessarily  inhibit  the  institution's  day  to  day  operations  so 
long  as  it  can  maintain  a  positive  cash  flow. 

In  contrast  to  its  poor  earnings  performance  for  the  past  2  years, 
the  thrift  industry  has  had,  and  continues  to  have,  ample  cash  flow 
with  which  to  conduct  its  business  and  meet  its  obligations  to  de- 
positors. Interest  income,  mortgage  principal  repayments  and  Fed- 
eral Home  Loan  Bank  borrowings  have  more  than  offeet  withdraw- 
als of  thrift  industry  deposits  during  the  last  12  months.  Such 
excess  funds  have  been  invested  in  new,  higher  3delding  assets, 
principally  mortgage  loans,  and  have  resulted  in  an  increase  in 
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savings  and  loan  assets  by  5.6  percent  between  the  end  of  January 
1981  and  the  end  of  January  1982. 

INTEREST  RATE  DEREGULATION 

What  the  industry  needs  most  immediately,  along  with  the 
entire  economy,  is  lower  short-term  interest  rates.  But  for  a  long- 
term  solution  to  the  industry's  problems,  we  must  also  deal  with 
the  asset  and  liability  structure  that  limits  the  ability  of  thrifts  to 
cope  with  high  interest  rates. 

During  the  12  months  ending  January  31,  1982,  only  deposit  cate- 
gories paying  market  and  near-market  rates  of  interest  have  gener- 
ated additional  deposit  flows.  Such  accounts  at  savings  and  loan  as- 
sociations increased  by  $70.2  billion,  or  24.6  percent,  between  Janu- 
ary 1981  and  January  1982,  while  those  accounts  paying  less  de- 
clined in  the  aggregate  by  $55.6  billion,  atlso,  24.6  percent,  account 
base.  In  particular,  the  2y2-year  small  saver  certificate  alone  pro- 
vided an  additional  $40  million — an  increase  of  66  percent  in  6 
months — after  the  Depository  Institutions  Deregulation  Committee 
removed  the  12-percent  interest  rate  cap  last  August  and  let  the 
rate  float  with  the  2%-year  Treasury  note  yield. 

To  assure  all  depository  institutions'  ability  to  continue  to  obtain 
deposit  resources,  the  DIDC  has  acted  to  raise  strangulating  inter- 
est rate  ceilings  and  create  new  deposit  account  categories  competi- 
tive with  open  market  alternatives,  particularly  money  market 
funds.  On  Monday,  March  22,  the  DIDC  created  a  3-month  time  de- 
posit indexed  to  91-day  Treasury  bill  rates  with  a  quarter  of  a  per- 
centage point  interest  rate  differential  in  favor  of  thrift  institu- 
tions. In  addition,  the  committee  acted  to  begin  phasing  out  inter- 
est rate  ceilings  on  time  deposits  starting  with  maturities  of  SV2 
years  and  over.  Deregulation  at  the  longer  end  of  the  maturity 
structure  of  regulated  deposit  accounts  will  enable  all  depository 
institutions  to  attract  a  more  stable  base  of  longer-term  funds. 

STRUCTURAL  THRIFT  INDUSTRY  PROBLEMS 

Apart  from  the  necessity  for  competitive  deposit  accounts,  let  us 
focus  on  the  basic  structural  problems  of  the  thrift  industry.  As  I 
stressed  in  my  July  testimony  before  the  full  committee,  thrift  in- 
stitutions must  have  the  ability  to  invest  in  a  portfolio  of  assets 
which  will  provide  greater  rate  sensitivity  and  allow  a  sufficient 
rate  of  return  during  all  phases  of  the  business  cycle.  The  long- 
time limitations  imposed  upon  them  to  invest  nearly  exclusively  in 
fixed-rate  mortgages  is  largely  responsible  for  their  present  plight. 

Legislation  has  been  introduced  in  both  the  House  and  the 
Senate  to  accomplish  an  important  first  step  in  removing  govern- 
mental restrictions  on  the  thrift  industry.  The  relevant  bills  are 
the  "Thrift  Institutions  Restructuring  Act  of  1981,"  H.R.  4724,  in- 
troduced by  Congressman  Stanton,  and  S.  1720,  the  "Financial  In- 
stitutions Restructuring  and  Services  Act  of  1981."  Congressman 
Stanton's  bill  and  the  comparable  provisions  of  S.  1720  have  the  ad- 
ministration's strong  support  with  few  exceptions,  and  I  urge  the 
House  Banking  Committee  to  take  prompt  action  on  H.R.  4724. 
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I  would  now  like  to  review  the  most  significant  features  of  the 
legislation  in  the  administration's  view  and  set  forth  our  reasons 
for  supporting  them. 

EXPANDED  ASSET  POWERS 

Title  II  of  the  Stanton  bill  would  give  thrift  institutions  many  of 
the  same  investment  and  lending  powers  that  commercial  bsuiks 
now  have,  such  as  the  power  to  make  commerical  and  agricultural 
loans,  with  only  such  limitations  as  are  applicable  to  a  national 
bank  of  the  same  size.  The  bill's  approach  is  appropriate,  since  our 
goal  is  to  permit  all  depository  institutions  eventually  to  compete 
on  equal  terms.  We  recognize  that  this  legislation  would  not  elimi- 
nate all  inequalities  between  thrift  institutions  and  conmiercicd 
banks,  but  it  would  move  us  a  long  way  in  that  direction.  It  is  im- 
portant that  we  make  as  much  progress  as  possible  in  deregulating 
thrift  institutions  at  this  time.  We  can  deal  with  remaining  in- 
equalities at  a  later  date  in  other  legislations. 

Providing  thrifts  with  new  investment  and  lending  powers  need 
not  diminish  their  contribution  to  housing  finance,  however.  Real 
estate  lending  is  their  area  of  greatest  expertise,  and  they  are 
likely  to  continue  expanding  this  activity.  The  ability  to  make  a 
broader  range  of  loans  and  investments  should  supplement  their 
real  estate  lending  and  help  the  industry  stabilize  its  ecunings  in 
periods  when  there  is  strong  demand  for  other  services,  such  as 
commercial  and  consumer  loans,  but  a  relatively  lower  demand  for 
mortgages. 

INTERSTATE  AND  INTERINDUSTRY  MERGERS 

Both  H.R.  4724  and  S.  1720  would  authorize  emergency  interstate 
and  interindustry  mergers  and  acquisitions  to  rescue  troubled  com- 
mercial banks  and  thrifts  institutions.  The  flexibility  so  granted 
would  greatly  assist  the  regulatory  agencies  in  coping  with  problem 
organizations.  It  should  also  reduce  the  cost  to  the  Federal  deposit 
insurance  agencies  by  opening  attractive  markets  to  acquirers  who 
might  pay  a  premium  for  a  troubled  institution  in  order  to  enter 
one  of  those  markets.  We  regard  provisions  for  interstate  and  inter- 
industry mergers  and  acquisitions  as  an  essenticd  element  of  any 
legislative  assistance  to  the  thrift  industry. 

PREEMPTION  OF  DUE-ON-SALE  CLAUSE  PROHIBrnONS 

The  Administration  has  also  reviewed  provisions  of  H.R.  4724 
and  S.  1720  which  would  preempt  State  due-onnsale  clause  prohibi- 
tions and  has  determined  that  preemption  is  necessary  and  appro- 
priate. We  would  confine  the  preemption  to  federally  chartered  de- 
pository institutions,  as  well  as  lenders — other  than  State  char- 
tered depository  institutions— approved  by  the  Secretary  of  Hous- 
ing and  Urban  Development  for  participation  in  any  mortgage  in- 
surance program  under  the  National  Housing  Act.  State-chartered 
depository  institutions  have  the  ability  to  convert  to  a  Federal 
charter  if  State  due-onnsale  prohibitions  prove  onerous  or  if  ^e 
States  do  not  eliminate  such  prohibitions. 
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PREEMPTION  OF  STATE  USURY  CEIUNGS 

The  Depository  Institutions  Deregulation  and  Monetary  Control 
Act  of  1980  preempts  State  usury  ceilings  on  mortgage  and  com- 
mercial loans,  if  State  legislatures  do  not  reinstate  the  ceilings  for 
their  States  within  3  years  from  the  effective  date  of  the  Act. 

We  favor  provisions  of  S.  1720  which  would  preempt  usury  ceil- 
ings for  all  loans  in  the  manner  prescribed  in  the  Deregulation 
Act.  In  our  opinion,  usury  ceilings  can  only  distort  financial  mar- 
kets and  credit  flows  and  do  not  reduce  the  cost  of  credit  in  the 
economy.  Moreover,  if  usury  ceilings  on  consumer  loans  are  not 
preempted,  thrift  institutions  will  be  discouraged  from  developing 
their  new  consumer  loan  powers. 

Now,  Mr.  Chairman,  let  me  turn  to  the  short-term  problems  of 
thrift  institutions. 

PUBUC  CONFIDENCE  IN  DEPOSFTORY  INSTmjTIGNS 

One  of  the  principal  advantages  of  a  federally  insured  depository 
institution  is  that  it  can  offer  accounts  insured  by  an  agency  of  the 
Federal  Government  for  the  first  $100,000  of  a  customer's  deposits. 
Although  we  believe  that  there  is  no  reason  to  question  the  ability 
of  the  Federal  Deposit  Insurance  Corporation  and  the  Federal  Sav- 
ings and  Loan  Insurance  Corporation  to  meet  their  insurance  obli- 
gations, a  variety  of  commentators  have  expressed  concern  about 
whether  the  insurance  agencies  would  be  able  to  handle  the  prob- 
lems in  the  thrift  industry  arising  from  their  losses  and  consequent 
net  worth  decline. 

As  a  result,  several  actions  have  been  taken  to  eliminate  those 
concerns.  First,  senior  administration  officials  have  stated  publicly 
that  the  United  States  Government  will  do  whatever  might  be  nec- 
essary to  aid  the  insurance  aigencies  in  their  protection  of  deposi- 
tors. The  Secretary  of  the  Treasury  made  this  point  specifically  on 
Monday  in  his  opening  statement  at  the  DIDC  meeting.  Second, 
congressional  resolutions  have  been  passed  by  both  the  House  and 
the  Senate  which  make  clear  Congress  position  in  this  regard.  We 
are  not  assuming  the  insurance  agencies'  liabilities  and  their  re- 
sponsibilities, but  we  are  committing  to  assist  them  in  the  unlikely 
event  that  they  need  such  assistance. 

At  the  present  time,  the  Treasury  line  of  credit  to  the  FDIC  fund 
is  $3  billion,  and  to  the  FSLIC  fund  is  $750  million.  There  seems  to 
be  little  question  as  to  the  adequacy  of  the  FDIC  line  of  credit,  and 
the  administration  cannot  now  foresee  that  even  the  FSLIC  will 
have  any  need  to  draw  on  its  line  of  credit.  Even  after  merger  as- 
sistance, the  FSLIC  fund  balance  at  the  end  of  1981,  $6.3  billion,  as 
compared  to  $6.5  billion  at  the  end  of  1980.  The  fund  appears  to  be 
adequate  for  presently  projected  needs,  and  certainly  any  likely 
rate  of  utilization  will  be  slow  enough  to  permit  due  reconsider- 
ation by  Congress  and  the  administration  of  any  need  to  expand 
the  backup  line. 

INCOME  CAPFFAL  CERTIFICATION  PROGRAM 

To  the  extent  specific  assistance  is  required  to  alleviate  tempo- 
rary net  worth  problems  for  those  members  of  the  industry  that 
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otherwise  are  viable,  we  believe  that  Federal  agencies  have  the  au- 
thority and  means  to  furnish  such  assistance  under  current  law. 
We  believe  the  recently  developed  FSLIC  income  capital  certificate 
program  shows  that  adequate  relief  can  be  provided.  The  ICX!  is  a 
security  issued  by  savings  and  loan  associations  to  the  FSLIC  in  ex- 
change for  an  FSLIC  note,  which  provides  the  issuing  association 
with  net  worth.  These  FSLIC  notes  do  not  require  the  use  of  cash 
except  for  interest  payments,  and  therefore  have  only  a  limited 
Federal  budget  impact.  There  would  be  an  additional  budget  ex- 
penditure only  if  the  notes  were  required  to  be  paid  ofT  in  cash  to 
an  institution,  which,  given  the  adequacy  of  the  industry's  cash 
flow,  is  extremely  unlikely. 

Already  the  FSLIC  has  used  ICC's  on  four  occasions  to  acijust  net 
worth  in  connection  with  the  merger  of  certain  troubled  institu- 
tions, and  we  understand  that  they  will  be  using  the  program  more 
extensively  in  the  future.  In  our  opinion,  this  is  exactly  what  is 
needed  to  accommodate  thrift  institution  net  worth  problems. 

H.R.  5568 

Mr.  Chairman,  although  we  remain  committed  to  working  to- 
gether with  you  in  addressing  the  problems  that  prompted  you  to 
introduce  H.R.  5568,  our  objective  is  to  obtain  a  solution  to  thrift 
industry  problems  that  will  minimize  the  cost  to  the  Government 
and  maintain  the  framework  in  which  depository  institutions  have 
been  able  to  serve  the  needs  of  their  communities  and  the  Nation 
at  large. 

We  have  examined  H.R.  5568  carefully  and  have  concluded  that 
it  is  unnecessary.  Moreover,  we  believe  that  certain  parts  of  it 
would  in  fact  harm  the  thrift  industry. 

Under  the  current  regulatory  system  the  responsibility  for  main- 
taining solvency  and  insuring  profitable  operation  of  thrift  institu- 
tions resides  first  with  the  institutions  themselves.  The  Federal  in- 
surance agencies  share  responsibility  for  insured  deposits,  so  they 
assume  a  supervisory  role  in  assuring  that  by  their  own  standards 
an  institution  is  operating  so  as  to  protect  the  integrity  of  insured 
deposits.  Mandating  that  institutions  operating  with  losses  auto- 
matically qualify  for  restoration  of  net  worth  to  some  arbitrary 
level  absolves  both  the  institution  and  the  agency  of  a  substantial 
portion  of  their  responsibility  for  protecting  the  income  stream  of 
the  institution.  Providing  continuing  replenishment  of  subsequent 
earnings  losses  further  constrains  the  insurance  agencies  from 
taking  corrective  action  that  they  made  deem  necessary. 

The  Federal  deposit  insurance  agencies  are  experienced  in  adapt- 
ing their  current  range  of  remedial  measures  to  individual  institu- 
tions that  are  quite  different  with  respect  to  financial  structure 
and  outlook,  competitive  market  positions  and  other  relevant  fac- 
tors. A  rigid  legislative  assistance  program  with  fixed  terms  cannot 
be  developed  to  meet  all  circumstances  that  regulators  encounter. 
H.R.  5568  is  addressed  to  broad  financial  need,  but  it  does  not  pro- 
vide sufficient  flexibility  to  the  regulatory  agencies,  flexibility  nec- 
essary for  ICC  structuring  features  such  as  eligibility,  repayment 
terms,  3deld,  level  of  net  worth  restoration  and  treatment  of  future 
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asset  growth.  Trying  to  make  a  statutory  rule  a  common  denomina- 
tor will  result  in  an  inefficient  and  possibly  damaging  program. 

With  r^ard  to  its  specific  focus  on  housing,  it  is  not  clear  to  us 
that  H.R.  5568  will  generate  additional  funds  for  homebuilding. 
Moreover,  we  are  concerned  about  the  specific  requirement  that  50 
percent  of  an  institution's  net  new  deposits  be  used  to  issue  mort- 
gages at  a  rate  of  interest  not  more  than  1  percent  greater  than 
the  average  cost  of  funds  for  the  institution.  This  provision  would 
further  exacerbate  the  earnings  and  net  worth  problems  of  the  in- 
stitutions the  bill  is  designed  to  help.  In  November  1981  insured 
savings  and  loans  were  earning  10.4  percent  on  their  assets  and 
paying  12  percent  for  their  funds.  Charging  no  more  than  1  percent 

freater  than  average  funds  costs  would  not  close  the  earnings  gap, 
ut  more  importantly,  it  probably  would  not  even  cover  the  cost  of 
the  funds  used  for  the  loans  because  new  funds  now  cost  more  than 
the  average.  The  monev  market  certificate  [MMC]  ceiling  rate  for 
the  week  of  March  16-22  was  13.2  percent,  and  the  ceiling  rate  for 
thrift  small  savers  certificates  [SSC's]  was  14.1  percent.  Over  half 
of  the  savings  and  loan  industry  deposits  are  held  in  MMC's  and 
SSC's  and  another  10  percent  of  deposits  is  held  in  large  certifi- 
cates of  deposit  with  no  ceilings.  Nothing  would  be  accomplished  if 
savings  and  loans  must  pay  14  percent  or  more  for  new  money  but 
can  charge  only  13  percent  for  the  loans  made  with  those  funds. 

In  addition,  I  would  point  out  that  savings  and  loan  institutions 
are  continuing  to  invest  principally  in  housing.  During  1981,  the 
net  increase  in  mortgage  loans  outstanding  at  savings  and  loan  as- 
sociations contributed  to  46  percent  of  the  total  increase  in  savings 
and  loan  association  assets.  Increases  in  mortgage-backed  securities 
accounted  for  another  18  percent  of  the  asset  increase.  As  a  result, 
mortgage-related  investments  continue  to  constitute  more  than 
half  of  the  total  increase  in  assets,  even  at  a  time  when  savings 
and  loan  associations  might  naturally  try  to  arrange  for  greater  di- 
versity in  their  portfolios. 

H.R.  5568  would  have  had  no  effect  over  the  past  year,  since 
there  were  no  net  new  deposits  and  therefore  no  funds  to  which 
the  bill's  investment  requirements  would  have  applied.  Even  if  in- 
terest credited  were  included  in  the  definition  of  net  new  deposits, 
as  we  believe  it  should  be,  only  $6.7  billion  in  housing  investments 
would  have  been  required  in  1981.  The  approximately  $21  billion 
actual  increase  in  mortgage  loans  outstanding  and  mortgage- 
backed  securities  was  triple  the  size  of  this  deposit  increase. 

All  of  this  leads  me  to  conclude,  Mr.  Chairman,  that  H.R.  5568 
does  not  advance  our  mutual  objectives.  Assistance  to  troubled  de- 
pository institutions  provided  in  the  bill  is  not  likely  to  be  greater 
than  that  available  already  through  existing  programs.  And 
indeed,  the  reinvestment  requirement  may  be  harmful  to  thrift  in- 
stitutions. 

We  should  observe  carefully  as  the  insurance  agencies  exercise 
existing  authority  and  expand  their  use  of  the  ICC  program,  rather 
than  attempt  to  revise  their  authority  before  it  becomes  apparent 
that  they  need  our  assistance. 

In  summary,  we  believe  that  the  thrift  industry  can  successfully 
weather  the  current  adverse  economic  environment.  It  will  need 
some  help,  but  the  wherewithal  for  that  assistance  is  already  avail- 
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able  from  the  FDIC  and  the  FSLIC.  If  additional  money  or  powers 
are  needed  by  the  agencies,  the  administration  will  join  the  Con- 
gress in  responding  to  that  need.  In  the  meantime,  we  should  en- 
courage the  use  of  ICC's  where  appropriate  and  provide  legislation 
supporting  private  solutions  to  the  industry's  problems,  such  as 
authorizing  interstate  and  interindustry  mergers  of  troubled  insti- 
tutions and  preempting  due-on-sale  clause  prohibitions  and  pre- 
empting State  usury  ceilings. 

Most  importantly,  we  must  remove  the  legal  restrictions  on 
thrift  institutions'  lending  and  investment  activities  as  H.R.  4724 
and  S.  1720  would  do.  No  public  policy  dealing  with  this  industry 
would  be  sufficient  if  it  did  not  attempt  to  deal  with  the  industry's 
structural  problems.  The  public  must  not  be  forced  to  cope  with  a 
troubled  thrift  industry  and  inadequate  funds  for  housing  every 
time  short-term  interest  rates  rise. 

Mr.  Chairman,  that  concludes  my  testimony.  I  will  be  pleased  to 
answer  any  questions  that  you  and  any  members  of  the  subcommit- 
tee may  have. 

[Mr.  Mehle's  prepared  statement  follows:] 
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Testimony  of  the  Honorable  Roger  W.  Mehle,  Jr. 

Assistant  Secretary  of  the  Treasury 

(Domestic  Finance) 

Before  the 

Subccxnmittee  on  Housing  and  Community  Development 

of  the 

House  Committee  on  Banking,  Finance  and  Urban  Affairs 

Mr.  Chairman  and  members  of  this  distinguished  Subcommittee: 

I  appreciate  this  opportunity  to  review  with  you  again  the 
condition  of  depository  institutions*  their  ability  to  deliver 
credit  to  all  sectors  of  the  economy  and  the  contingency  plans 
available  to  deal  with  any  problems  confronting  the  institu- 
tions.  In  particular,  Mr.  Chairman,  I  am  pleased  to  present 
the  Administration's  testimony  on  H.R.  5568,  the  '*Home 
Mortgage  Capital  Stability  Act**  introduced  by  Chairman 
St  Germain. 

My  testimony  today  will  focus  on  the  current  condition  of 
thrift  institutions,  how  we  should  be  structuring  and  modern- 
izing legislative  and  regulatory  constraints  that  affect  them, 
and  the  role  for  measures  like  those  suggested  in  Chairman 
St  Germain's  proposed  legislation.   Every  action  we  take 
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should  be  part  of  a  process  of  building  a  strong  and  coapetitlve 
framework  that  will  give  our  thrift  institutions  the  flexibility 
to  respond  to  a  changing  financial  environment  and  shifting 
market  forces  for  years  to  cone. 

Condition  of  Thrift  Institutions 

Despite  enormous  inflationary  pressures,  our  depository 
institutions  generally  have  been  performing  adequately.  The 
foreign  and  domestic  assets  of  Federally  Insured  oonmercial 
banks  Increased  9.1%  in  1981  and  their  return  on  equity, 
after  tax,  %#as  a  healthy  13.2%,  compared  with  13.7%  in  1980. 
Bank  net  worth  Increased  9.3%.   Federal  credit  unions  increased 
their  assets  by  6.4%  In  1981  and  achieved  a  rate  of  return 
on  assets  of  .57%  in  1981  v/hlch  is  a  three  fold  increase 
over  their  .14%  rate  of  return  in  1980. 

The  one  problem  area  Involves  thrift  institutions 
(savings  and  loan  associations  and  mutual  savings  banks). 
The  assets  of  Federally  Insured  savings  and  loan  associations 
and  mutual  savings  banks  Increased  5.2%  and  2.4%,  respectively, 
in  1981.   However,  as  a  result  of  operating  losses  experienced 
by  both  types  of  institutions,  their  net  worth  declined 
15.0%  and  12.3%,  respectively.   There  should  be  no  doubt 
that  the  Administration  is  very  much  aware  of  the  thrift 
Industry's  earnings,  and  hence,  its  net  worth  problems.   We 
are  concerned  both  for  the  health  of  the  Industry  itself  and 
for  the  flow  of  funds  to  the  housing  sector. 

As  we  discussed  during  my  appearance  before  the  full  Com- 
mittee last  July,  the  fundamental  problem  facing  thrift  Instltu- 
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tlons  is  the  structural  imbalance  between  an  asset  portfolio 
dominated  by  long-term,  fixed  rate«  low-yield  mortgage  instru- 
ments and  liabilities  increasingly  dominated  by  rate-sensitive 
shorter-term  deposit  instruments. 

Thrift  institutions  are  using  an  increasing  amount  of 
deposit  liabilities  with  interest  rates  that  vary  with  market 
rates  to  make  new  mortgage  loans  or  to  carry  long-term  mortgages 
made  in  prior  years  at  fixed  rates  of  interest.   The  institutions' 
deposits  which  are  under  Federal  interest  rate  ceilings  are 
inevitably  eroding  as  customers  take  advantage  of  alternative 
market  rate  accounts  both  within  and  outside  the  institutions. 

This  imbalance  between  increasingly  rate  sensitive  liabili- 
ties and  long-term  rate  insensitive  assets  is  central  to  the 
thrift  industry's  earnings  problems.   For  almost  two  years, 
short-term  interest  rates  have  exceeded  the  rates  on  most  of  the 
institutions'  existing  mortgages.   As  a  result,  thrift  institu- 
tions have  been  paying  more  for  their  liabilities  than  they  are 
earning  on  their  assets,  thus  operating  at  a  loss  and  eroding 
their  net  worth. 

Declining  Net  Worth;  Adequacy  of  Cash  Flow  ' 

Until  short-term  interest  rates  decline,  and  the  average 
cost  of  funds  falls  below  the  average  asset  portfolio  yield, 
thrift  institutions  will  continue  to  experience  operating  los- 
ses eroding  their  net  worth.   The  decline  in  net  worth  is 
important  not  for  its  own  sake,  since  it  does  not  determine 
a  depository  institution's  ability  to  conduct  its  business, 
but  because  at  some  point  depositors  and  lenders  may  become 


Digitized  by 


Google 


1596 


troubled  by  the  erosion  of  an  account  commonly  (and  correctly) 
thought  of  as  a  mark  of  financial  soundness  for  non -depository 
institutions. 

In  addition,  some  state  regulatory  officials  and  others 
concerned  with  the  industry's  condition  have  come  to  accept 
net  worth  declines  below  some  arbitrary  minimum  level  as 
automatically  necessitating  a  merger  or  liquidation  of 
the  institution  in  question.   In  at  least  one  state  a  thrift 
institution  may  not  pay  interest  on  deposits  if  its  net 
worth  falls  below  a  specified  percentage  of  deposits.   This 
is  true  despite  the  fact,  as  I  said,  that  a  decline  in  net 
worth  does  not  necessarily  inhibit  the  institution's  day-to-day 
operations  so  long  as  the  institution  can  maintain  a  positive 
cash  flow. 

In  contrast  to  its  poor  earnings  performance  for  the  past 
two  years,  the  thrift  industry  has  had,  and  continues  to  have, 
ample  cash  flow  with  which  to  conduct  its  business  and  meet 
its  obligations  to  depositors.   Interest  income,  mortgage 
principal  repayments  and  Federal  Home  Loan  Bank  borrowings  have 
more  than  offset  withdrawals  of  thrift  industry  deposits 
during  the  last  twelve  months.   Such  excess  funds  have  been 
invested  in  new,  higher  yielding  assets,  principally  mortgage 
loans,  and  have  resulted  in  an  increase  in  savings  and  loan 
assets  by  5.6%  between  the  end  of  January  1981  and  the  end 
of  January  1982. 
Interest  Rate  Deregulation 

What  the  industry  needs  most  immediately,  along  with 
the  entire  economy,  is  lower  short-term  interest  rates.   But 
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for  a  long-term  solution  to  the  industry's  problems,  we  must 
also  deal  with  the  asset  and  liability  structure  that  limits 
the  ability  of  thrifts  to  cope  with  high  interest  rates. 

During  the  twelve  months  ended  January  31,  1982  only 
deposit  categories  paying  market  and  near  market  rates  of 
interest  have  generated  additional  deposit  flows.   Such 
accounts  at  savings  and  loan  associations  increased  by  $70.2 
billion,  or  24.6%,  between  January  1981  and  January  1982, 
while  those  accounts  paying  less  declined  in  the  aggregate 
by  $55.6  billion,  also  24.6%.   In  particular,  the  2-1/2  year 
small  saver  certificate  alone  provided  an  additional  $40 
billion  —  an  increase  of  66%  in  6  months  —  after  the 
Depository  Institutions  Deregulation  Committee  (DIDC)  removed 
the  12%  interest  rate  cap  last  August  and  let  the  rate  float 
with  the  2-1/2  year  Treasury  note  yield. 

To  assure  all  depository  institutions'  ability  to  continue 
to  obtain  deposit  resources,  the  DIDC  has  acted  to  raise 
strangulating  interest  rate  ceilings  and  create  new  deposit 
account  categories  competitive  with  open  market  alternatives, 
particularly  money  market  funds.   On  Monday,  Nardh  22,  the 
DIDC  created  a  three-raonth  time  deposit  indexed  to  91-day 
Treasury  bill  rates  with  a  quarter  of  a  percentage  point 
interest  rate  differential  in  favor  of  thrift  institutions. 
In  addition,  the  Committee  acted  to  begin  phasing  out  interest 
rate  ceilings  on  time  deposits  starting  with  maturities  of 
3-1/2  years  and  over.   Deregulation  at  the  longer  end  of  the 
maturity  structure  of  regulated  deposit  accounts  will  enable 


Digitized  by 


Google 


1598 


all  depository  institutions  to  attract:  a  more  stable  base  of 
longer-term  funds. 

Structural  Thrift  Industry  Problems 

Apart  froB  the  necessity  for  coopetitive  deposit  accounts « 
let  us  focus  on  the  basic  structural  problems  of  the  thrift 
industry.   As  I  stressed  in  ny  July  testimony  before  the 
full  Conmittee,  thrift  institutions  must  have  the  ability  to 
invest  in  a  portfolio  of  assets  v^ich  %rill  provide  greater 
rate  sensitivity  and  allow  a  sufficient  rate  of  return  during 
all  phases  of  the  business  cycle.  The   long-time  limitations 
inqposed  upon  them  to  invest  nearly  exclusively  in  fixed 
rate  mortgages  is  largely  responsible  for  their  present 
plight. 

Legislation  has  been  introduced  in  both  the  House  and  the 
Senate  to  accomplish  an   important  first  step  in  removing  govern- 
mental restrictions  on  the  thrift  industry.  The   relevant 
bills  are  the  "Thrift  Institutions  Restructuring  Act  of  1981," 
H.R.  4724,  introduced  by  Congressman  Stanton,  and  S.  1720« 
the  "Financial  Institutions  Restructuring  and  Services  Act 
of  1981."   Congressman  Stanton's  bill  and  the  comparable 
provisions  of  S.  1720  have  the  Administration's  strong  support* 
with  few  exceptions,  and  I  urge  the  House  Banking  Committee  to 
take  prompt  action  on  H.R.  4724. 

I  will  now  review  the  most  significant  features  of  the 
legislation  in  the  Administration's  view  and  set  forth  our 
reasons  for  supporting  them. 
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Expanded  Asset  Power* 

Title  II  of  the  Stanton  bill  would  give  thrift  institu- 
tions many  of  the  same  investment  and  lending  powers  that 
commercial  banks  now  have,  such  as  the  power  to  make  commercial 
and  agricultural  loans «  with  only  sudh  limitations  as  are 
applicable  to  a  national  bank  of  the  same  size.   The  bill's 
approach  is  appropriate,  since  our  goal  is  to  permit  all 
depository  institutions  eventually  to  compete  on  equal 
terms.   We  recognize  that  this  legislation  %#ould  not  eliminate 
all  inequalities  between  thrift  institutions  and  commercial 
banks,  but  it  would  move  us  a  long  way  in  that  direction. 
It  is  important  that  we  make  as  much  progress  as  possible  in 
deregulating  thrift  institutions  at  this  time;  we  can  deal 
with  remaining  inequalities  at  a  later  date  in  other  legislation. 

Providing  thrift  institutions  with  new  investment  and 
lending  powers  need  not  diminish  their  contribution  to  housing 
finance,  however.   Real  estate  lending  is  their  area  of  great- 
est expertise  and  they  are  likely  to  continue  expanding  this 
activity.   The  ability  to  make  a  broader  range  of  loans  and 
investments  should  supplement  their  real  estate  lending  and 
help  the  industry  stabilize  its  earnings  in  periods  when  there 
is  strong  demand  for  other  services,  such  as  commercial  and 
consumer  loans,  but  a  relatively  lower  demand  for  mortgages* 

Interstate  and  Interindustry  Mergers 

Both  H.R.  4724  and  S.  1720  would  authorize  emergency 
interstate  and  interindustry  mergers  and  acquisitions  to 
rescue  troubled  commercial  banks  and  thrift  institutions. 
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The  flexibility  so  granted  would  greatly  assist  the  regula- 
tory agencies  in  coping  with  problem  organizations.   It  should 
also  reduce  the  cost  to  the  Federal  deposit  insurance  agencies 
by  opening  attractive  markets  to  acquirers  who  might  pay  a 
premium  for  a  troubled  institution  in  order  to  enter  one  of 
those  markets.   We  regard  provisions  for  interstate  and 
interindustry  mergers  and  acquisitions  as  an  essential 
element  of  any  legislative  assistance  to  the  thrift  industry. 

Preemption  of  Due-on-Sale  Clause  Prohibitions 

The  Administration  has  reviewed  provisions  of  H.R.  4724 
and  S.  1720  which  would  preempt  state  due-on-sale  clause 
prohibitions  and  has  determined  that  preemption  is  necessary 
and  appropriate.   We  would  confine  the  preemption  to  Federally 
chartered  depository  institutions,  as  well  as  lenders  — 
other  than  state  chartered  depository  institutions  —  approved 
by  the  Secetary  of  Housing  and  Urban  Development  for  participation 
in  any  mortgage  insurance  program  under  the  National  Housing 
Act.   St ate -chartered  depository  institutions  have  the 
ability  to  convert  to  a  Federal  charter  if  state  due-on-sale 
prohibitions  prove  onerous  or  if  the  states  do  not  eliminate 
such  prohibitions. 

Preemption  of  State  Usury  Ceilings 

The  Depository  Institutions  Deregulation  and  Monetary 
Control  Act  of  1980  preempts  state  usury  ceilings  on  mortgage 
and  commercial  loans*  if  state  legislatures  do  not  reinstate 
the  ceiling  for  their  states  within  three  years  from  the  ef- 
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fective  date  of  the  Act.   We  favor  provisions  of  8.  1720  i^ich 
would  preeoqpt  usury  ceilings  for  all  loans  in  the  manner 
prescribed  in  the  Deregulation  Act.   In  our  opinion,  usury 
ceilings  can  only  distort  financial  markets  and  credit  flovs 
and  do  not  reduce  the  cost  of  credit  in  the  economy.   Hore- 
over«  if  usury  ceilings  on  consumer  loans  are  not  preeoqpted 
thrift  institutions  will  be  discouraged  from  developing 
their  new  consumer  loan  powers. 

Now«  Mr.  Chairman,  let  me  turn  to  the  short  term  problems 
of  thrift  institutions. 

Public  Confidence  in  Depository  Institutions 

One  of  the  principal  advantages  of  a  Federally  insured 
depository  institution  is  that  it  can  offer  accounts  insured 
by  an  agency  of  the  Federal  government  for  the  first  $100,000 
of  a  customer's  total  deposits.   Although  we  believe  that 
there  is  no  reason  to  question  the  ability  of  the  Federal 
Deposit  Insurance  Corporation  (FDIC)  and  the  Federal  Savings 
and  Loan  Insurance  Corporation  (FSLIC)  to  meet  their  insurance 
obligations,  a  variety  of  commentators  has  expressed  concern 
about  %^ether  the  insurance  agencies  %#ould  be  able  to  handle 
the  problems  of  the  thrift  industry  arising  from  their  losses 
and  consequent  net  worth  decline. 

As  a  result,  several  actions  have  been  taken  to  eliminate 
those  concerns.   First,  senior  Administration  officials  have 
stated  publicly  that  the  United  States  Government  will  do  what- 
ever might  be  necessary  to  aid  the  insurance  agencies  in 
their  protection  of  depositors.   The  Secretary  of  the  Treasury 
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made  this  point  specifically  on  Monday  in  an  opening  statement 
at  the  quarterly  DIDC  meeting.   Second,  Congressional  resolutions 
have  been  passed  by  both  the  House  and  Senate  Which  make 
clear  Congress'  position  in  this  regard.   We  are  not  assuming 
the  insurance  agencies'  liabilities  and  their  responsibilities # 
but  we  are  committing  to  assist  them  in  the  unlikely  event 
that  they  need  assistemce. 

At  the  present  time,  the  Treasury  line  of  credit  to  the 
FDIC  fund  is  $3  billion  and  to  the  FSLIC  fund  is  $750  million. 
There  seems  to  be  little  question  as  to  the  adequacy  of  the 
FDIC  line  of  credit*  and  the  Administration  cannot  now  fore- 
see that  even  the  FSLIC  will  have  any  need  to  draw  on  its  line 
of  credit.   Even  after  merger  assistance,  the  FSLIC  insurance 
fund  balance  at  the  end  of  1981  was  $6.3  billion,  as  compared 
to  $6.5  billion  at  the  end  of  1980.   The  fund  appears  to  be 
adequate  for  presently  projected  needs  and  certainly  any  likely 
rate  of  utilization  will  be  slow  enough  to  permit  due  recon- 
sideration by  Congress  and  the  Administration  of  any  need  to 
expand  the  backup  line. 
Income  Capital  Certificate  Program 

To  the  extent  that  specific  assistance  is  required  to 
alleviate  temporary  net  worth  problems  for  those  members  of 
the  industry  that  otherwise  are  viable,  we  believe  that 
Federal  agencies  have  the  authority  and  means  to  furnish 
such  assistance  under  current  law.   We  believe  the  recently 
developed  FSLIC  Income  Capital  Certificate  (ICC)  program 
shows  that  adequate  relief  can  be  provided.   The  ICC  is  a 
security  issued  by  savings  and  loan  associations  to  the 
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FSLIC  in  exchange  for  an  PSLIC  note«  i^lch  provides  the 
issuing  association  with  net  %#orth.   These  FSLIC  notes  do 
not  require  the  use  of  cash  except  for  interest  payments, 
and  therefore  have  only  a  limited  Federal  budget  impact. 
There  would  be  an  additional  budget  expenditure  only  if  the 
notes  were  required  to  be  paid  off  in  cash  to  an  institution, 
which,  given  the  adequacy  of  the  industry's  cash  flow,  is 
extremely  unlikely. 

Already  the  FSLIC  has  used  ICCs  on  four  occasions  to  ad- 
just net  worth  in  connection  with  the  merger  of  certain  troubled 
institutions,  and  we  understand  that  they  will  be  using  the 
program  more  extensively  in  the  future.   In  our  opinion  this 
is  exactly  v^at  is  needed  to  accomodate  thrift  institution 
net  worth  problems. 

H.R.  5568 

Mr.  Chairman,  although  we  remain  committed  to  working 
together  with  you  in  addressing  the  problems  that  prompted 
Chairman  St  Germain  to  introduce  H.R.  5568,  our  objective  is 
to  obtain  a  solution  to  thrift  industry  problems  that  will 
minimize  the  cost  to  the  Government  and  maintain  the  frame%#ork 
in  Which  depository  institutions  have  been  able  to  serve  the 
needs  of  their  communities  and  the  nation  at  large.   We  have 
examined  H.R.  5568  carefully  and  have  concluded  that  it  is 
unnecessary.   Moreover,  we  believe  that  certain  parts  of  it 
%#ould  in  fact  harm  the  thrift  industry. 

Under  the  current  regulatory  system  the  responsibility 
for  maintaining  solvency  and  ensuring  profitable  operation  of 
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thrift  institutions  resides  first  with  the  institutions  them- 
selves. The   Federal  insurance  agencies  share  responsibility 
for  insured  deposits  and  so  they  assume  a  supervisory  role 
in  assuring  that,  by  their  own  standards,  an  institution  is 
operating  so  as  to  protect  the  integrity  of  insured  deposits. 
Mandating  that  institutions  operating  with  losses  automatically 
qualify  for  restoration  of  net  worth  to  some  arbitrary  level 
absolves  both  the  institution  and  the  agency  of  a  substantial 
portion  of  their  responsibility  for  protecting  the  income 
stream  of  the  institution.   Providing  continuing  replenishment 
of  subsequent  earnings  losses  further  constrains  the  insurance 
agencies  from  taking  corrective  action  they  may  deem  necessary. 

The  Federal  deposit  insurance  agencies  are  experienced  in 
adapting  their  current  range  of  remedial  measures  to  individual 
institutions  that  are  quite  different  with  respect  to  financial 
structure  and  outlook,  competitive  market  position,  and  other 
relevant  factors.   A  rigid  legislative  assistance  program 
with  fixed  terms  can  not  be  developed  to  meet  all  the  circumstances 
the  regulators  encounter.   H.R.  5568  is  addressed  to  a  broad 
financial  need,  but  it  does  not  provide  sufficient  flexibility 
to  the  regulatory  agencies,  flexibility  necessary  for  ICC 
structuring  features  such  as  eligibility,  repayment  terms, 
yield,  level  of  net  worth  restoration,  and  treatment  of 
future  asset  growth.   Trying  to  make  some  statutory  rule  a 
common  denominator  will  result  in  an  inefficient  and  possibly 
damaging  program. 

With  regard  to  its  specific  focus  on  housing,  it  is 
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not  clear  to  us  that  H.R.  5568  will  generate  additional  funds 
for  home  building.   Moreover,  we  are  concerned  about  the 
specific  requirement  that  50  percent  of  an  institution's 
net  new  deposits  be  used  to  issue  mortgages  at  a  rate  of 
interest  not  more  than  one  percent  greater  than  the  average 
cost  of  funds  for  the  institution.   This  provision  %^uld  further 
exacerbate  the  earnings  and  net  worth  problem  of  the  institu- 
tions the  bill  is  designed  to  help.   In  November  1981,  insured 
savings  and  loan  associations  were  earning  10.40%  on  their 
assets  and  paying  12.04%  for  their  funds.   Charging  no  more 
than  1%  greater  than  average  funds  costs  would  not  close  the 
earnings  gap,  but  more  importantly,  it  pr6bably  %i^uld  not 
even  cover  the  cost  of  the  funds  used  for  the  loans  because 
new  funds  now  cost  more  than  the  average.   The  Money  Market 
Certificate  (MMC)  ceiling  rate  for  March  16-22  was  13.2%  and 
the  ceiling  rate  for  thrift  Small  Saver  Certificates  (SSCs) 
was  14.1%.   Over  half  of  the  savings  and  loan  industry 
deposits  are  held  in  MMCs  and  SSCs,  and  another  ten  percent 
of  deposits  are  held  in  large  certificates  of  deposit  with 
no  ceilings.   What  is  accomplished  when  savings  and  loan 
associations  must  pay  14%  or  more  for  new  money  but  can 
charge  only  13%  for  the  loans  made  with  those  funds? 

In  addition,  I  would  point  out  that  savings  and  loan 
institutions  are  continuing  to  invest  principally  in  housing. 
During  1981  the  net  increase  in  mortgage  loans  outstanding 
at  savings  and  loan  associations  contributed  to  46%  of  the 
total  increase  in  savings  and  loan  association  assets. 
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Increases  in  mortgage  backed  securities  were  another  18%  of 
the  asset  increase.   As  a  result,  mortgage  related  invest- 
ments continue  to  constitute  more  than  half  of  the  total 
increase  in  assets  even  at  a  time  %^en  savings  and  loan 
associations  might  naturally  try  to  arrange  for  greater 
diversity  in  their  portfolios.   H.R.  5568  would  have  had  no 
effect  over  the  past  year,  since  there  were  no  net  new  deposits 
and  therefore  no  funds  to  which  H.R.  5568*8  investment  require- 
ments would  have  applied.   Even  if  interest  credited  were 
included  in  the  definition  of  net  new  deposits,  as  we  believe 
it  should  be,  only  $6.7  billion  in  housing  investments  would 
have  been  required  in  1981.   The  $20.8  billion  increase  in 
mortgage  loans  outstanding  and  mortgage  backed  securities 
was  triple  the  size  of  this  deposit  increase. 

All  of  this  leads  me  to  conclude,  Mr.  Chairman,  that  H.R. 
5568  does  not  advance  our  mutual  objectives.   Assistance  to 
troubled  depository  institutions  provided  in  the  bill  is  not 
likely  to  be  greater  than  that  available  through  existing 
programs,  and  indeed  the  reinvestment  requirement  may  be  harm- 
ful to  thrift  institutions.   We  should  observe  carefully  as 
the  insurance  agencies  exercise  existing  authority  and  expand 
their  use  of  the  ICC  program,  rather  than  attempt  to  revise 
their  authority  before  it  becomes  apparent  that  they  need 
our  assistance. 

In  summary,  we  believe  that  the  thrift  industry  can 
successfully  weather  the  current  adverse  economic  environment. 
It  will  need  some  help,  but  the  wherewithal  for  that  assistance 
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Is  already  available  from  the  FDIC  and  FSLIC.   If  additional 
money  or  powers  are  needed  by  the  agencies «  the  Administration 
will  join  the  Congress  in  responding  to  that  need.   In  the 
meantime,  we  should  encourage  the  use  of  ICCs  vihere  appropriate 
and  provide  legislation  supporting  private  solutions  to  the 
industry's  problems,  such  as  authorizing  interstate  and  inter- 
industry mergers  of  troubled  institutions,  preempting  due  on 
sale  clause  prohibitions  and  preempting  state  usury  ceilings. 

Most  importantly,  we  must  remove  the  legal  restrictions  on 
thrift  institutions'  lending  and  investment  activities  as 
H.R.  4724  and  S.  1720  would  do.   No  public  policy  dealing  with 
this  industry  would  be  sufficient  if  it  did  not  attempt  to  deal 
with  the  industry's  structural  problems.   The  public  must  not 
be  forced  to  cope  with  a  troubled  thrift  industry  and  inadequate 
funds  for  housing  everytime  short-term  interest  rates  rise. 


Mr.  Chairman,  that  concludes  my  testimony.   I  will  be 
pleased  to  answer  any  questions  the  Subcommittee  may  have. 
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Mr.  St  Germain.  Thank  you,  Mr.  Mehle.  At  page  2  I  read: 

As  we  discussed  during  my  appearance  before  the  full  Committee  last  July,  the 
fundamental  problem  facing  thrift  institutions  is  the  structural  imbalance  between 
an  asset  portfolio  dominated  by  long-term,  fixed-rate,  low-yield  mortgage  instru- 
ments and  liabilities  increasingly  dominated  by  rate-sensitive,  shorter-term  deposit 
instruments. 

No  one  can  argue  with  that,  but  let  us  go  back  one  step  further. 

The  fundamental  problem  that  creates  this  fundamental  problem 
is  the  fact  that  we  have  had,  as  you  mention  later  on,  a  very  pro- 
tracted period — in  fact,  unprecedented  in  history — of  interest  rates 
that  are  unprecedented  in  history.  Is  that  not  the  case? 

Mr.  Mehle.  That  is  right. 

Mr.  St  Germain.  At  page  3  you  state: 

In  addition,  some  regulatory  officials  and  others  concerned  with  the  industry's 
condition  have  come  to  accept  net  worth  declines  below  some  arbitrary  minimum 
level  as  automatically  necessitating  a  merger  or  liquidation  of  the  institution  in 
question.  In  at  least  one  state,  a  thrift  institution  may  not  pay  interest  on  deposits  if 
its  net  worth  falls  below  a  specified  percentage  of  deposits. 

Well,  when  that  occurs  that  means  you  have  to  shut  the  institu- 
tion down,  don't  you?  People  are  not  about  to  leave  their  money  in 
an  institution  that  does  not  pay  interest  on  deposits. 

Mr.  Mehle.  That  is  correct,  also. 

Mr.  St  Germain.  Right.  Now,  under  the  FSLIC  there  is  a  re- 
quirement, is  there  not,  once — isn't  there  a  trigger  that  occurs 
when  net  worth  gets  down  to  3  percent? 

Mr.  Mehle.  Yes,  the  Federal  Home  Loan  Bank  Board  has  rules 
of  its  own  under  which  it  may  take  corrective  measures  with  re- 
spect to  institutions  whose  net  worth  has  dropped  to  3  percent  or 
below,  but  it  does  not  have  to  do  anything  as  a  matter  of  law. 

Mr.  St  Germain.  That  is  true.  However,  once  an  institution 
reaches  that  point,  there  then  arise  problems  with  repo's.  By  that  I 
mean,  those  people  who  have  large  repo's  in  an  institution  that 
reaches  that  point  say,  well,  gee,  if  the  Federal  Home  Loan  Bank 
Board  says  the  red  flag  is  up,  we  would  be  rather  silly  and  impru- 
dent if  we  did  not  conclude  the  red  flag  is  up;  and  therefore,  we 
will  remove  our  larger  deposits  and  our  large  repo's.  Isn't  thisit  a 
natural  sequitur  that  compounds  and  exacerbates  the  problem? 

Mr.  Mehle.  If  such  a  withdrawal  indeed  happened,  it  certainly 
would.  Over  the  course  of  the  last  several  months,  however,  as  a 
percentage  of  thrift  institution  deposits,  large  certificates  of  deposit 
have  actually  increased. 

Mr.  St  Germain.  But  in  an  institution  whose  net  worth  ratio 
drops  below  3  percent  where  the  Federal  Home  Loan  Bank  BoeuxI 
says,  hey,  this  is  bordering  on  the  dangerous,  are  you  telling  me 
that  the  CD's,  large,  jumbo  CD's  have  continued  to  increase  in  that 
type  of  an  institution? 

Mr.  Mehle.  Not  specifically  any  institution. 

Mr.  St  Germain.  I  would  like  to  see  an  example  of  that,  Mr. 
Mehle. 

Mr.  Mehle.  The  examples  of  increases? 

Mr.  St  Germain.  In  institutions  that  would  fall  below  3  percent, 
yes. 
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Mr.  Mehle.  Well,  I  can't  tell  you  specifically  about  any  paticular 
institution.  The  Federal  Home  Loan  Bank  Board  no  longer  pre- 
pares a  list  of  institutions  that  have  3  percent  net  worth  or  less. 

Mr.  St  Germain.  Well,  when  their  financial  statements  are  pub- 
lished, isn't  that  made  public? 

Mr.  Mehle.  In  some  cases  it  may  be;  in  others  it  may  not.  It  de- 
pends on  the  corporate  nature  of  the  institution.  Stock  S.  &  L.'s  do, 
but  mutuals  do  not. 

Mr.  St  Germain.  If  you  are  a  sophisticated  investor  you  can  find 
out,  can't  you? 

Mr.  Mehle.  Absolutely. 

Mr.  St  Germain.  Right. 

Mr.  Mehle.  Absolutely.  I  do  not  want  to  dispute  the  fact  that  de- 
clining net  worth  is  a  bad  thing.  I  merely  want  to  make  the  point 
that  declining  net  worth  does  not  mean  the  institution  is  unable  to 
continue  to  function. 

Mr.  St  Germain.  My  colleague,  Mr.  Gonzalez  says,  well  then, 
why  all  the  mergers? 

Mr.  Mehle.  Why  the  mergers?  Well,  the  mergers  are  taking 
place  in  some  cases — and  I  think  perhaps  in  most  cases — because 
the  regulators  who  have  oversight  over  these  particular  institu- 
tions fclieve  that  under  any  set  of  circumstances,  the  unimpor- 
tance or,  let  us  say,  relative  unimportance  of  net  worth  notwith- 
standing, the  institution  ought  to  be  merged  because  of  its  past 
practices,  its  prospects  and  the  like. 

Now,  we  have  gone  through,  I  think,  the  earliest  phase  of  merg- 
ers with  those  institutions  that  have  been  right  on  the  edge.  That 
is  to  say,  they  have  been  the  most  troubled.  I  think  that  under  any 
set  of  circumstances  they  probably  would  not  have  been  given  as- 
sistance by  the  regulators  to  keep  their  net  worth  at  a  certain 
level,  but  would  have  had  the  course  taken  with  them  that  was 
taken. 

Mr.  St  Germain.  You  are  speculating  really  today.  Do  you  have 
any  hard  evidence  to  that  effect? 

Mr.  Mehle.  Well,  I  heard  Mr.  Isaac  say  so  in  his  testimony  just  a 
moment  ago,  so  I  think  that  is  pretty  good  evidence. 

Mr.  St  Germain.  Yes,  I  thought  Bill  Isaac  supports  this  legisla- 
tion. 

Mr.  Mehle.  Supports  your  legislation? 

Mr.  St  Germain.  Yes,  sir. 

Mr.  Mehle.  I  support  the  concept  of  your  legislation,  but,  as  I 
said,  I  do  not  think  that  H.R.  5568  is  necessary  because  I  think 
that  the  regulators  right  now  have  the  ability  to  carry  out  the  con- 
cept through  the  exchange  of  income  capital  certificates  for  notes 
oftheFSLIC. 

Mr.  St  Germain.  Great.  Let's  discuss  income  capital  certificates. 
Am  I  incorrect  in  the  information  I  have  received  that  the  SEC  is 
opposed  to  the  use  of  income  capital  certificates  where  it  applies  to 
stock  institutions? 

Mr.  Mehle.  I  don't  know  the  source  of  that,  but  I  don't  think 
that  they  are  completely  opposed  to  it.  My  understanding  is  not  to 
that  effect.  It  may  be  a  question  of  proper  disclosure. 

Mr.  St  Germain.  Well,  we  will  have  to  delve  further  into  that.  I 
am  given  to  understand  that  two  accounting  firms,  Haskins  &  Sells 
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and  Peat  Marwick  Mitchell,  have  accepted  or  given  their  blessing 
to  ICC's. 

Mr.  Mehle.  Yes,  sir. 

Mr.  St  Germain.  Have  they  gone  beyond,  do  we  know?  Are  there 
some  firms  that  have  problems  with  it  still? 

Mr.  Mehle.  I  do  not  think  that  there  is  any  firm  that  has  any 
problem  with  it,  as  long  as  it  is  done  in  the  way  that  has  been  con- 
ceived. 

Mr.  St  Germain.  In  how  many  instances  have  they  used  ICG's  to 
this  date? 

Mr.  Mehle.  I  think  there  are  four  that  have  been  used  by  the 
FSLIC.  Yes.  As  of  the  end  of  last  year,  the  FSUC  had  acquired  $84 
million  of  income  capital  certificates  from  four  federally  insured 
stock  savings  and  loans  in  return  for  negotiable  interest-bearing 
FSLIC  obligations. 

Mr.  St  Germain.  Let  me  ask  you  this.  You  could  take  the  oppor- 
tunity, as  did  Chairman  Pratt,  to  describe  your  l^^lation,  how  it 
is  going  to  serve  the  problems  of  the  thrifts  in  the  future.  It  is  not 

f;oing  to  do  them  any  good  today,  6  months  from  now  or  2  years 
irom  now,  right? 

Mr.  Mehle.  Their  immediate  problem  is  the  level  of  interest 
rates. 

Mr.  St  Germain.  Correct.  And  as  I  said  to  Mr.  Pratt,  I  commend- 
ed to  him  a  trip  to  Rhode  Island  to  discuss — not  because  I  just 
happen  to  be  from  there  but  we  have  a  nice,  unique  situation. 
Thrifts  in  Rhode  Island,  as  of  about  15  or  more  vears  ago,  were  al- 
lowed to  open  commercials  as  well  in  concert  with  each  other. 

Mr.  Mehle.  Yes. 

Mr.  St  Germain.  In  my  discussions  with  the  people  in  Rhode 
Island  who  have  done  this  and  taken  advantage  of  it — and  every 
thrift  in  Rhode  Island  has,  indeed,  taken  advantage  of  it — it  is  15 
years  later  and  they  still  have  not  been  able  to  convince  people  of 
the  fact  that  they  do  have  commercial  banking  powers.  The  point 
being  that  it  is  a  long,  long  road  ahead  once  you  give  them  addi- 
tional powers  before  thev  have  any  real  impact. 

Mr.  Mehle.  I  agree.  I  don't  know  exactly  how  long  the  road  is, 
but  it  is  like  the  Chinese  proverb:  The  journey  of  10,000  miles 
starts  with  the  single  step.  I  think  we  need  to  do  that. 

Mr.  St  Germain.  OK,  I  don't  disagree  with  that.  However,  I  see  a 
situation  up  there  where  we  have  1,000  S.  &  L.'s  that  are  under 
dire  circumstances.  The  added  powers  are  not  going  to  help  those 
institutions  even  if  they  had  received  them  a  year  ago.  Resistance 
is  going  to  come  when  mterest  rates  come  down.  Now  to  tide  them 
over  between  today,  vesterday — and  you  recall  a  meeting  in  Febru- 
ary of  last  year,  1981,  where  I  expressed  my  concern  to  your  Com- 
mander-in-Chief, the  Secretary,  about  the  pUght  of  the  thrifts. 

So  frankly,  even  if  they  received  those  additional  powers  back 
then,  2  days  later,  those  institutions  now  in  dire  circumstances 
would  still  be  in  dire  circumstances.  Interest  rates  have  to  come 
down. 

It  is  my  feeling  that  we  can  assist  many  of  those  who  have  fidl 
faith  and  confidence  in  supply  side  economics,  tight  monetary 
policy,  that  interest  rates  are  going  to  come  down.  And  we  keep 
being  told  hey,  just  hold  your  breath,  it  is  right  around  the  comer. 
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This  is  why  I  have  gone,  incidentally,  to  net  worth  guarantee  cer- 
tificates rather  than  to  actual  cash  so  that  we  do  not  tinker  with 
the  deficit.  That  is  too  high  as  it  is.  We  all  recognize  that.  Given 
that,  I  have  full  faith  and  confidence  that  they  will  never  have  to 
cash  one  of  these  in. 

Mr.  Mehle.  So  do  I. 

Mr.  St  Germain.  So  there  would  be  no  cost  to  the  taxpayer,  no 
effect  on  the  deficit.  And  that  being  the  case,  we  could  improve  the 
atmosphere  up  there  as  far  as  a  great  many  people  are  concerned. 
Maybe  we  were  talking  to  different  people  on  Wall  Street,  but  I  am 
told  that  legislation  such  as  I  have  introduced  would  go  a  great  dis- 
tance in  reaffirming  the  confidence  of  those  people  on  Wall  Street 
so  that  they  continue  to  invest  in  S.  &  L.'s. 

Mr.  Mehle.  Yes. 

Mr.  St  Germain.  And  that  is  why  I  introduced  the  legislation, 
because  I  have  confidence  that  you  are  going  to  succeed — you  and 
the  administration — in  bringing  interest  rates  down.  And  you 
know,  it  is  all  well  and  good  to  talk  about  mergers.  Mergers  are 
great. 

I  have  had  about  25  phone  calls,  however,  this  morning  com- 
plaining about  a  merger  that  is  occurring  right  now.  I  assume  that 
perhaps  you  have  heard  about  the  complaints  as  well.  I  have  a  lot 
of  New  York  colleagues  on  this  committee,  and  colleagues  who  are 
not  on  the  committee  who  are  very  upset. 

But  the  point  of  the  matter  is  that  everytime  you  merger,  you 
are  taking  away — and  this  is  the  basic  philosophy  that  is  the  prob- 
lem with  the  legislation  that  is  over  in  the  Senate — you  are  taking 
away  or  doing  away  with  that  local  institution,  and  the  fewer  insti- 
tutions you  have  overall,  the  less  mortgage  money  there  is  going  to 
be  available.  That  is  a  sequitur  that  would  be  hard  to  argue 
against. 

So  that  mergers  are  all  well  and  good,  but  there  are  just  so  many 
healthy  institutions  that  are  healthy  enough  to  take  on  an  ailing 
bride. 

But  the  other  thing  is  that  you  don't  have  that  local  feeling  or 
aura  about  that  institution  and  a  great  many  people  are  concerned 
that  the  housing  finance — the  amount  of  housing  finance  gets 
smaller  and  smaller  with  each  succeeding  merger.  So  we  have  to 
keep  that  in  mind  as  well.  I  don't  think  that  those  people  are  all 
absolutely  wrong  when  they  express  their  concerns. 

In  my  next  round  of  questioning  we  will  go  the  second  chapter  in 
this  saga  of  housing. 

Mr.  Wylie? 

Mr.  Wyue.  Thank  you  very  much,  Mr.  Chairman.  Mr.  Mehle,  I 
think  you  may  have  a  point  in  your  statement  here  that  H.R.  556 
does  not  really  address  the  broad  problem  of  specific  focus  on  hous- 
ing in  that  it  does  not  necessarily  generate  funds  for  housing.  And 
I  guess  my  question  is,  is  there  a  way  that  we  can  do  that  by  pro- 
viding some  kind  of  maybe  lower  interest  rate  money — or  I  don't 
know  how  we  go  about  it — for  the  home  buyer.  That  is  the  crux  of 
the  problem.  That  is  the  crux  of  the  problem  as  far  as — this  could 
be  the  housing  industry. 

Mr.  Mehle.  Of  course,  the  thrift  institution  has  been  at  the 
center  of  the  funds  delivery  system  for  housing  credit  for  the  last 
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several  decades.  And  to  the  extent  that  the  thrift  mdustry  is  im- 
paired in  its  financial  wellbeing,  then  that  delivery  system  will  also 
falter.  And  that  sort  of  thing  is  going  on  right  now. 

One  of  the  difficulties  is  that  the  thrift  industry  has  been  virtual- 
ly required  to  make  long-term  fixed-rate  mortgage  loans.  It  has  not 
had  the  opportunity  to  hedge  in  any  respect  its  short-term  liabil- 
ities. If  it  had  had  that  opportunity,  we  would  not  at  this  time  be 
seeing  people  expressing  concern  about  the  thrift  industry's  wellbe- 
ing  and  some  of  those  people,  in  expressing  such  concern,  taking 
their  funds  out  of  the  industry. 

Instead,  the  funds  would  have  stayed  there  and  perhaps  in- 
creased, although  thrift  institutions'  ability  to  attract  new  funds  is 
also  a  function  of  how  much  they  can  pay  for  the  deposits  in  the 
competitive  rate  environment  in  which  we  have  been  living  for  the 
last  several  years. 

So  I  think  a  healthy  thrift  industry  which  can  be  created  by  per- 
mitting additional  asset  powers  is  vital  to  getting  more  funds  deliv- 
ered to  housing. 

In  addition  to  granting  new  asset  powers  to  thrift  institutions, 
which  I  recommend.  Congress  should  preempt  the  prohibitions, 
which  many  States  have,  of  due-on-sale  clauses.  These  prohibitions 
prevent  a  lending  institution  from  requiring  the  call  of  its  loan  at 
such  time  as  the  property  which  secures  the  loan  is  sold.  I  think 
that  the  due-on-sale  prohibition  is  terribly  pernicious  because  it 
locks  in  a  thrift  institution  to  a  particular  loan  that  cannot  be  ad- 

i'usted  up  to  market  rates.  Such  adjustment  would  free  up  funds  for 
lousing,  too.  The  purpose  of  due-on-sale  clauses  is  to  put  the  new 
home  buyer  more  in  the  current  market  than  in  the  past  lower- 
rate  market. 

Now,  as  I  know  you  are  aware,  there  is  a  specially  constituted 
cabinet  level  working  group  that  is  now  deliberating  upon  the  ques- 
tion of  housing  and  flows  of  funds  to  housing. 

Mr.  Wyue.  I  am  aware  of  that.  The  housing  task  force  is  due  to 
report  back  on  the  31st  on  a  suggested  short-term  solution,  but  it 
has  reported  back  and  recommended  a  long-term  solution  but  I  am 
not  sure  that  we  have  time  for  the  recommended  long-term  solu- 
tion if  we  don't  find  some  solution  in  the  short  term. 

Do  you  have  any  notion  as  to  what  their  recommendation  might 
be? 

Mr.  Mehle.  I  do  not.  I  am  not  the  Treasury  Department  repre- 
sentative on  the  staff.  Secretary  Regan  is,  of  course,  a  member  of 
that  group.  It  is  chaired  by  Secretary  Pierce  of  HUD.  I  think  their 
report  is  going  to  be  prepared,  as  you  say,  at  least  by  March  31, 
and  I  am  not  aware,  by  the  way,  that  they  have  limited  their  scope 
simply  to  long-term  measures. 

Mr.  Wyue.  They  have  put  out  a  preliminary  report  recommend- 
ing some  long-term  solutions.  This  group  is  the  President's  special 
cabinet  task  force.  You  were  talking  about  the  President's  Housing 
Commission? 

Mr.  Mehle.  No;  I  was  speaking  of  the  specially-constituted  Presi- 
dential working  group  at  the  cabinet  level  rather  than  the  Presi- 
dent's Housing  Commission.  But  it,  too,  will  be  presenting  a  report 
and  I  am  not  sure  which  one  of  those  is  meant  to  come  first,  but 
they  are  both  coming  shortly. 
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Mr.  Wyue.  Well,  let's  hope  they  both  come  up  with  something 
fairly  soon  and  that  maybe  they  are  in  concert  as  to  the  recommen- 
dations. That  would  be  helpful  to  us. 

Mr.  Mehle.  It  would  be  helpful  to  everyone. 

Mr.  Wyue.  Are  you  familiar  with  Senator  Lugar's  buy-down  in- 
terest rate  bill? 

Mr.  Mehle.  I  am  generally  familiar  with  it. 

Mr.  Wyue.  Are  you  for  it? 

Mr.  Mehle.  Is  the  administration  in  favor  of  that  particular  bill? 

Mr.  Wyue.  Yes,  I  think  that  is  it. 

Mr.  Mehle.  I  would  not  want  to  preempt  this  President's  special- 
ly constituted  group  because  I  know  that  proposal,  among  others,  is 
part  of  those  that  they  are  deliberating. 

Mr.  Wyue.  I  was  going  to  ask  that  question  first.  I  got  sort  of  led 
into  that. 

Mr.  Mehle.  I  think  that  the  response  to  the  Lugas  bill  and  to 
other  such  proposals  will  come  out  in  a  few  days. 

Mr.  Wyue.  OK.  You  are  sajdng,  if  I  understand  your  testimony 
correctly,  that  we  really  don't  need  to  do  anything  short  term.  The 
rules  are  there,  the  regulators  have  the  tools,  and  that  this  is  only 
a  temporary  blip. 

Mr.  Mehle.  Well,  I  hope  it  is  only  a  temporary  blip.  Of  course, 
the  question  is  how  long  is  temporary.  We  are  looking  for  a  de- 
crease in  interest  rates.  I  trust  and  hope  that  the  decrease  will 
come  soon,  but  I  do  believe  that,  in  any  reasonable  framework,  the 
FDIC  and  the  FSLIC  can  treat  those  institutions  which  they  be- 
lieve should  be  assisted,  particularly  through  the  income  capital 
certificate  approach. 

Both  of  the  insurance  agencies  have  the  power  to  do  now  what 
H.R.  5568  would  provide,  but  they  have  a  great  deal  more  latitude 
than  H.R.  5568  furnishes  them. 

Mr.  Wyue.  I  followed  with  you  as  you  mentioned  the  income  cap- 
ital certificate  program,  and  I  know  it  has  been  there  for  sometime. 
But  I  don't  sense  that  that  contributes  to  the  solution  of  the  prob- 
lem. That  is  just  a  kind  of  a  shuffle  game.  That  doesn't  get  any 
new  money  into  the  thrift  institutions. 

Mr.  Mehle.  Neither  does  H.R.  5568,  which  provides  essentially 
the  same  thing  as  the  income  capital  certificate  program,  as  I  un- 
derstand it.  The  one  distinction  that  I  perceive  is  that  the  thrift  in- 
stitution would  receive  a  full  faith  and  credit  obligation  of  the  U.S. 
Government  rather  than  an  obligation  of  the  FSLIC  or  the  FDIC, 
as  the  case  may  be.  But  in  other  respects  I  believe  it  to  be  the 
same. 

Mr.  Wyue.  Let  me  see  if  I  understand  this  income  capital  certifi- 
cate program.  That  is  an  exchange  between  the  thrift  institution 
that  has  a  problem  with  the  FSLIC  for  a  note,  but  there  is  no  use 
of  cash,  as  you  say,  so  it  is  really  a  bookkeeping  transaction.  It  just 
simply  says  that  we  thought  your  net  worth  was  such  and  such  and 
today  we  think  it  is  something  else,  though  we  have  not  reexam- 
ined the  books. 

Mr.  Mehle.  It  is  not  that  the  net  worth  would  be  thought  to  be 
something  else.  It  actually  would  be  something  else.  Once  the  thrift 
institution  in  question  received  an  obligation  of  the  FSLIC,  then 
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the  capital  and  surplus  account  of  that  thrift  institution  would  go 
up  commensurately.  So  would  the  asset  accounts. 

It  is  a  good  thing  to  focus  on  this  question  of  cash  versus  no  cash, 
because  I  think  that  the  distinction  does  shed  a  great  deal  of  light 
on  the  present  situation  of  the  thrift  industry  and  its  ability  to  op- 
erate. 

During  the  period  from  January  1981  to  January  of  this  year, 
thrift  industry  assets  increased  from  approximately  $620  billion  to 
$654  billion.  That  means  that  they  increased  their  cash  and  other 
assets — loans,  mortgages,  bank  securities,  plant  and  equipment  and 
property — by  an  amount  of  about  $34  billion. 

Mr.  St  Germain.  Would  you  break  down  the  source  of  that  in- 
crease? 

Mr.  Mehle.  The  Federal  Home  Loan  Bank  Board  News  of  Febru- 
ary 26,  1982. 

Mr.  Wyue.  Where  did  the  money  come  from,  not  the  source  of 
the  information. 

Mr.  Mehle.  The  source  of  the  asset  increases? 

Mr.  St  Germain.  Just  mention  the  increases.  Where  did  the  in- 
creases come  from? 

Mr.  Mehle.  I  will  just  give  you  some  of  the  sources  of  funds. 
Large  certificates  of  deposit  increased  by  a  net  amount  of  $7  bil- 
lion. 

On  the  other  hand,  and  this  is  particularly  importcmt  when  you 
consider  the  DIDC's  activities,  deposit  accounts  with  below  market 
interest  rate  ceilings  decreased  from  $103  billion  at  the  beginning 
of  1981  to  $99  billion  a  drop  in  12  months  of  about  $4  billion. 

There  was  an  increase  of  about  $8  billion  in  1981  in  accounts 
other  than  large  certificates  of  deposit:  basically  the  money  market 
certificates  and  the  small-savers  certificates. 

Federal  Home  Loan  Bank  Board  advances  went  from  $46  billion 
to  about  $62  billion,  an  increase  of  about  $16  billion. 

Mr.  St  Germain.  What  was  that? 

Mr.  Mehle.  $46.5  to  $62.7  billion. 

Mr.  St  Germain.  The  source  of  that. 

Mr.  Mehle.  The  Home  Loan  Bank  Board. 

Mr.  St  Germain.  What  does  that  amount  too? 

Mr.  Mehle.  That  amounts  to  about  $16  billion. 

Mr.  St  Germain.  Federal  Home  Loan  Bank  Board  advances. 

Mr.  Mehle.  Other  borrowings,  which  include  ^oss  retail  pur- 
chase agreements  of  $50  billion,  increased  by  $25  billion. 

In  other  accounts,  the  net  increase  in  1981  was  $13  to  $15  billion. 
This  increase  is  principally  interest  earned  but  not  yet  credited  to 
depositors'  accounts. 

The  above,  taken  together,  funded  the  increase  in  assets.  One 
can  observe  that  not  only  was  the  increase  in  assets  financed  by 
funds  inflows  to  thrifts,  but  so  were  the  withdrawals.  After  all  the 
withdrawals — and  certainly  we  all  recall  that  the  thrift  industry 
experienced  a  great  deal  of  withdrawals  during  1981 — the  assets  of 
thrift  institutions  still  increased  $35  billion. 

Mr.  St  Germain.  $16  billion  was  advances  for  the  Federal  Home 
Loan  banks. 

Mr.  Mehle.  There  is  nothing  wrong  with  advances  from  the  Fed- 
eral Home  Loan  Bank  Board. 
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Mr.  St  Germain.  I  am  not  saying  there  is  anything  wrong,  but  I 
would  not  be  overjoyed  about  it,  but  gee,  you  are  saying  the  picture 
is  rosy. 

Mr.  Wylie.  It  is  not  a  new  source  of  funds,  which  is  the  point  the 
chairman  is  making. 

Mr.  Mehle.  But  of  course  the  Federal  Home  Loan  Bank  Board  is 
there  for  lending. 

Mr.  Wyue.  It  is  another  shuffle. 

Mr.  Mehle.  But  its  function  is  to  make  loans. 

Mr.  Wyue.  Yes,  OK. 

Mr.  Mehle.  I  might  add  that  during  the  12  months  of  1981  there 
was  a  net  deposit  gain,  after  interest  credited,  of  $13.4  billion. 

Mr.  Wyue.  I  think  the  point  there,  Mr.  Mehle,  is  that  it  does  not 
seem  to  contribute  all  that  much.  Those  figures  sound  pretty  good, 
but  it  does  not  seem  to  contribute  all  that  much  to  the  solution  of 
the  problem  of  the  thrifts.  It  just  is  exchanging  notes  between 
themselves  and  within  the  industry. 

Mr.  Mehle.  But  why  not?  If  the  thrift  industry's  assets  are  in- 
creasing, it  is  making  more  loans.  Now  it  may  not  be  making  as 
many  loans  as  it  made  in  1980,  for  example,  when  net  deposit  in-, 
creases  were  $40  billion  instead  of  $13  billion,  but  it  is  still  not  in  a 
situation  where  its  asset  base  is  shrinking  in  the  way  that,  for  ex- 
ample, one  of  the  other  entities  assisted  by  the  U.S.  Government 
was  shrinking.  I  am  speaking  of  Chrysler,  the  condition  of  which, 
fortunately,  has  gotten  a  bit  better. 

What  I  am  trying  to  point  out  here  is  the  divergence  between 
thrift  earnings  and  thrift  cash  flow.  We  should  all  be  very  grateful 
for  the  fact  that  thrift  cash  flow  remains  positive  and  that  the  in- 
dustry is  continuing  to  make  new  loans. 

Mr.  Wyue.  I  agree  with  that  and  this  is  an  oversimplification, 
but  you  have  mentioned  the  DIDC  action  on  Monday  as  action  that 
will  help. 

Mr.  Mehle.  Right. 

Mr.  Wylie.  Well,  now,  that  will  provide  a  new  marketing  instru- 
ment, something  that  they  can  talk  about  and  sell  to  customers  in 
the  marketplace.  That  is  what  I  have  in  mind.  You  really  think  it 
will  help,  obviously.  I  mean,  you  are  supporting  the  Treasury  posi- 
tion on  it. 

Mr.  Mehle.  Yes.  I  think  both  of  the  actions  taken  by  the  DIDC 
will  be  helpful.  One,  of  course,  was  to  remove  the  ceiling  on  ac- 
counts with  maturities  of  3  Vis  years  and  over,  which  on  average  in 
1981  had  been  on  the  order  of  7  percent,  considerably  beneath 
market  levels.  This  is  a  very  beneficial  action  because  it  means 
that  thrift  institutions,  to  the  extent  they  desire,  can  obtain  long- 
term  funds  and  thereby  be  able  to  match  more  closely  longer-term 
mortgage  loans  and  investments.  Obviously  they  cannot  capture 
any  long-term  funds  if  they  are  only  going  to  offer  7  to  8  percent, 
as  they  do  right  now  on  fixed  rate  time  deposits  of  4  years  and 
over. 

The  other  action  that  was  taken — and  I  know  you  have  discussed 
it  with  Mr.  Isaac,  who  voted  against  it — was  the  adoption  of  a  3 
month,  $7,500  account  with  a  25-basis  point  differential  in  favor  of 
thrifts.  It  was  a  conscious  decision  to  give  the  thrifts  some  assist- 
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ance  in  light  of  the  fact  that  they  have  not  been  able  to  obtain  the 
asset  powers  that  have  been  long  hoped  for,  particularly  in  S.  1720. 

Mr.  Wylie.  Well,  it  seems  to  me  that  we  can  do  one  of  three 
things  here.  We  can  provide  money  to  keep  these  institutions  in  ex- 
istence on  a  short-term  basis,  maybe  all  but  the  very  worst.  Or  we 
can  provide  many  of  the  institutions  or  provide  for  a  merger  of 
many  of  the  institutions,  which  they  are  doing  right  now. 

Mr.  Mehle.  Yes. 

Mr.  Wyue.  Or  we  do  not  need  to  do  anything.  It  seems  to  me  as 
if  that  is  pretty  much  where  you  are  coming  out. 

Mr.  Mehle.  No.  I  am  really  in  favor  of  the  first  two  together. 

Mr.  Wyue.  Well,  that  will  be  reassuring  to  the  S.  &  L.  people. 

Mr.  Mehle.  I  think  that  what  the  regulators  are  doing  right  now 
and  what  they  propose  to  do  are  the  right  courses  of  action.  I  be- 
lieve that  we  are  in  complete  harmony  on  the  direction  which  they 
are  taking. 

Some  thrift  institutions  and  some  commercial  banks  are  candi- 
dates for  merger,  and  probably  should  be  merged,  under  present 
circumstances. 

Then  there  is  another  whole  set  of  thrift  institutions  that  has 
been  victimized  by  the  mismatch  of  their  long-term  assets  and 
their  short-term  liabilities  and  that,  through  no  fault  of  their  own, 
find  their  net  worth  declining — not  their  cash  flow  but  their  net 
worth.  Then  they  sometimes  confront  an  automatic  requirement  of 
either  merger  or  liquidation  if  their  net  worth  gets  to  such  and 
such  a  level. 

Now  in  those  cases  it  seems  to  us  that  the  regulators  have  every 
reason  to  want  to  give  financial  assistance  to  increase  the  net 
worth  of  those  institutions  to  prevent  them  from  beii^  closed  auto- 
matically. This  net  worth  assistance  can  be  furnished  through  the 
use  of  income  capital  certificates,  which  in  all  respects  except  the 
full  faith  and  credit  of  the  U.  S.  Government,  are  very  simUar  to 
the  instrument  contemplated  by  H.R.  5568. 

Mr.  Wyue.  And  you  regard  that  as  providing  money  in  my  three 
categories. 

Mr.  Mehle.  I  would  regard  use  of  an  income  capital  certificate  as 
a  capital  infusion. 

Mr.  Wyue.  Is  there  any  way  of  knowing  how  much  money  we 
might  need  to  provide — put  "money''  in  quotes  there? 

Mr.  Mehle.  I  have  a  thought  for  you:  For  1981  mv  understanding 
is  that  if  all  thrift  institutions  whose  net  worth  declined  below  3 
percent  of  assets  during  the  year  were  to  have  been  given  income 
capital  certificates  equal  to  about  one — half  the  decline  throughout 
the  year,  the  aggregate  amount  of  income  capital  certificates  re- 
quired would  have  been  something  like  $1  billion.  The  interest  ex- 
pense on  those  income  capital  certificates,  which  is  a  budget  outlay 
because  it  is  cash  going  to  them,  would  have  been  something  like 
$80  to  $100  million,  depending  on  the  interest  rate  that  they  bore. 
But  that  gives  you  some  idea  of  what  could  be  done  in  order  to 
keep  the  most  troubled  thrifts  at  a  level  of  net  worth  that  was 
deemed  appropriate. 

Mr.  Wyue.  Thank  you.  You  have  given  impressive  testimony. 
Thank  you,  Mr.  Chairman. 

Mr.  St  Germain.  Mr.  Gonzalez. 
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Chairman  Gonzalez.  Thank  you,  Mr.  Chairman. 

I  am  not  going  to  ask  any  questions.  I  think  it  is  a  futile  exercise. 
After  last  July,  you  will  remember,  in  the  appearance  of  Mr.  Mehle 
with  Pratt — well,  following  Pratt — I  was  so  exercised  that  I  was 
even  urging  you  to  subpena  the  Secretary  of  the  Treasury.  It  is  still 
contradictory. 

I  am  not  going  to  go  through  this  exercise  in  futility  of  asking 
questions.  The  only  thing  is  that  I  want  the  record  to  show  my  un- 
bounded admiration  for  the  competence  of  witnesses  like  this  and 
some  others  from  the  economist  field  because  by  golly,  they  are  the 
only  ones  I  know  that  can  match  the  Marxist  dialectician  in  the 
ponderous  presentation  of  semantic  nuances  that  reveal  tremen- 
dous assets  in  use  of  the  language.  On  the  capitalist  side  I  have 
only  seen  it  here  from  these  sources  and  from  the  State  Depart- 
ment. [Laughter.] 

And  that  leaves  us  with  competition  to  the  Marxist  dialecti- 
cian— the  only  competition.  I  am  not  going  to  ask  any  questions.  I 
think  anything  asked  would  be  futile. 

Thank  you. 

Mr.  St  Germain.  Relevant  to  the  ICC's,  were  you  able  to  hear 
Mr.  Isaac  express  his  reservations  on  the  fact  that  he  does  not  an- 
ticipate utilizing  ICC's? 

Mr.  Mehle.  I  was. 

Mr.  St  Germain.  So  you  have  a  little  difference  of  opinion? 

Mr.  Mehle.  I  think  that  his  viewpoint,  as  I  understand  it,  is  per- 
fectly legitimate.  He  believes  that  those  institutions  that  he  has 
had  to  deal  with  thus  far — and  I  suppose  those  that  he  expects  to 
deal  with  in  the  immediate  future — should  be  merged  under  any 
set  of  circumstances.  His  statement  is  probably  based  on  his  insight 
into  the  management,  the  past  business  practices,  the  prospects, 
and  so  forth,  of  these  institutions. 

But  also,  as  I  recall,  I  heard  him  say  that  he  and  his  staff  had 
deliberated  about  a  set  of  standards  that  might  be  used  for  an 
income  capital  certificate  program. 

I  do  not  believe  that  he  is  foreswearing  anything  but  perhaps  as 
of  now  does  not'believe  that  there  is  any  mutual  savings  bank  that 
is  a  fit  candidate  for  an  income  capital  certificate.  He  does  have  a 
smaller  universe  to  deal  with. 

Mr.  St  Germain.  At  page  7  of  your  statement  you  say: 

Providing  thrift  institutions  with  new  investment  and  lending  powers  need  not  di- 
minish their  contribution  to  housing  finance,  however.  Reed  estate  lending  is  their 
area  of  greatest  expertise  and  they  are  likely  to  continue  expanding  this  activity. 

That  is  what  they  tell  us  when  they  sit  where  you  are  sitting. 
Now  we  also  had  another  set  of  witnesses,  amongst  them  the  real- 
tors and  the  homebuilders.  They  are  not  bujring  that  one. 

Now  how  can  we  convince  the  realtors  and  the  homebuilders, 
how  do  we  convince  them  that  the  contribution  to  housing  finance 
will  not  be  diminished  with  the  advent  of  additional  investment 
lending  powers  being  granted  to  thrifts? 

Mr.  Mehle.  I  think  we  have  to  gain  their  understanding  that 
unless  the  thrift  industry  is  healthy — and  it  certainly  is  not  par- 
ticularly healthy  now,  although  it  is  doing  adequately — we  cannot 


Digitized  by 


Google 


1618 


expect  it  to  be  able  to  function  as  a  mortgage  credit  delivery  mech- 
anism. 

One  of  the  ways  to  make  it  healthy  is  to  permit  it  to  invest 
during  times  when  housing  loans  may  not  be  as  attractive  as  in- 
vestment in  other  capital-short  sectors  of  the  economy.  Thrifts 
would  be  putting  their  capital  to  work,  continuing  to  be  able  to 
gamer  funds  in  the  marketplace  in  order  to  make  investments  at 
that  time  when  a  compelled  line  of  business  might  have  a  relative- 
ly low  demand  for  funds. 

If  we  continue  to  require  the  thrift  industry  to  remain  in  a  busi- 
ness which,  although  it  may  return  to  prosperity  for  a  time,  may 
once  again  encounter  difficult  circumstances,  we  will  find  ourselves 
inevitably  coming  back  again  and  having  to  bail  it  out.  Therefore,  I 
think  that  we  must  try  to  explain  to  the  homebuilders  and  the 
realtors  that  we  are  trying  to  strengthen  an  industry  whose  pri- 
mary interest  is  in  delivering  mortgage  credit,  which  I  think  it  wiU 
stick  to. 

Mr.  St  Germain.  Ijust  asked  the  question  because  you  have  not 
convinced  them  yet.  That  was  a  week  and  a  half  ago,  so  you  have  a 
lot  of  convincing  to  do. 

Mr.  Mehle.  Yes. 

Mr.  St  Germain.  On  page  7,  at  the  bottom,  of  your  statement- 
interindustry  mergers — that  is  the  regulators'  bill  is  it  not? 

Mr.  Mehle.  Yes.  That  element  is  in  the  regulators'  bill.  It  is  also 
contained  in  S.  1720  and  H.R.  4724. 

Mr.  St  Germain.  The  regulators'  bill  has  that  particular  ele- 
ment? 

Mr.  Mehle.  Yes.  There  are  also  other  provisions  relating  to  FDIC 
assistance  for  failing  insured  banks.  One  is  the  removal  of  the  con- 
dition to  FDIC  assistance  that  the  continued  operation  of  the  fail- 
ing bank  is  essential  to  provide  adequate  banking  service  in  its 
community. 

Mr.  St  Germain.  That  is  13(c).  That  is  in  the  regulators'  bill. 

Mr.  Mehle.  Yes. 

Mr.  St  Germain.  Have  you  expended  any  effort  in  trying  to 
break  the  regulators'  bill  free  and  get  that  adopted? 

Mr.  Mehle.  We  would  like  to  see  those  elements  of  the  r^ula- 
tors'  bill  that  we  endorsed  included  in  a  bill,  such  as  S.  17^  or 
H.R.  4724,  which  gives  the  thrift  industry  increased  asset  powers 
and  deals  with  the  due  on  sale  and  the  usury  questions. 

Mr.  St  Germain.  OK,  let's  go  to  due  on  sale.  How  many  votes  do 
you  have  for  due  on  sale? 

Mr.  Mehle.  How  many  votes? 

Mr.  St  Germain.  Let's  be  practical.  Let  us  not  talk  about  pie  in 
the  sky.  How  many  votes  do  you  think  you  could  get  in  the  House 
for  the  due  on  sale  provision? 

Mr.  Mehle.  I  cannot  speculate.  I  do  not  know. 

Mr.  St  Germain.  You  mean  Treasury  does  not  look  at  those 
things  when  they  make  proposals  as  to  whether  or  not  they  are 
proposing  something  that  is  going  to  pass  or  do  they  just  hope  the 
tooth  fairy  is  just  goin^  to  leave  it  under  the  pillow? 

Mr.  Mehle.  It  is,  of  course,  a  concern,  but  if  we  stopped  every 
time  we  did  not  think  we  had  enough  votes,  I  am  sure  we  would  do 
virtually  nothing. 
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Mr.  Mehle.  I  do  not  think  that  the  FSLIC  does  it  that  way.  I  wiU 
have  to  give  you  a  record  answer  for  that. 

[Mr.  Mehle  subsequently  submitted  the  following  information  for 
inclusion  in  the  record:] 

Response  Received  From  Mr.  Mehle 

When  a  merger  arrangement  is  concluded,  the  FSLIC  credits  to  a  liability  reserve 
account  the  (undiscounted)  dollar  amount  of  cdl  assistance  estimated  to  be  payable 
over  time.  At  the  same  time,  the  fund  balance  (in  effect,  the  fund  net  worth)  is  re- 
duced by  an  equal  amount.  As  cash  is  periodically  required  to  meet  these  commit- 
ments, FSLIC  assets  are  liquidated  to  make  payment  and  the  liability  reserve  is  re- 
duced. Not  until  that  time,  however,  are  fund  assets  decreased.  (For  the  full  calen- 
dar year  1981  the  FSLIC  committed  to  make  future  pa3rments  of  about  $861  mJUion 
compared  to  a  commitment  of  approximately  $589  million  by  the  FDIC.  As  stated 
above,  these  commitments  will  not  give  rise  to  cash  outlajrs  until  future  years). 

Mr.  St  Germain.  I  read  in  the  case  of  28,  for  instance,  thrift  in- 
stitutions they  committed  $1  billion,  which  is  far  beyond  what 
FDIC  is  committing. 

Mr.  Mehle.  It  was  not  cash,  though. 

Mr.  St  Germain.  Pardon? 

Mr.  Mehle.  It  was  not  cash. 

Mr.  St  Germain.  But  it  is  what  they  have  committed  themselves 
to  do,  you  see.  Where  do  we  get  the  drop  from  $6.5  to  $6.3  billion. 
That  is  just  $200  million,  right,  so.  I  do  not  think  that  they  carry 
the  same  way  or  post  the  same  way  that  FDIC  does  because  that 
figure  now  would  be  $5.3  billion  if  they  were  to  carry  it  the  same 
way  or  post  the  same  way  FDIC  does. 

Mr.  Mehle.  Well,  you  know,  this  is  the  size  of  the  assets  and 
what  they  do  when  they  lay  out  cash  is  they  take  assets  back,  so 
part  of  their  cash  is — when  they  put  it  out,  the  fund  is  not  de- 
creased because  in  return  for  the  cash  they  put  out  they  receive 
assets.^ 

Mr.  St  Germain.  They  receive  assets  that  are  losing  assets.  They 
take  those  assets  that  are  losing  assets,  do  they  not?  They  do  not 
take  the  12-percent  mortgages.  They  take  the  5-,  6-,  and  7-percent 
mortgages. 

Mr.  Mehle.  I  think  that  they  work  it  out  with  the  proposed 
buyer  and  generally  they  take  the  ones  that  are  below  market 
yield. 

Mr.  St  Germain.  Exactly.  And  they  have  worked  out  their  costs. 
FDIC  has  worked  out  their  costs,  as  has  FSLIC,  and  the  numbers  I 
cite  to  you  are  those  costs.  Those  are  the  costs.  So,  therefore,  the 
FSLIC  fund,  I  would  submit,  is  indeed,  if  they  were  posting  the 
same  way  as  FDIC  does,  probably  $5.3  billion  instead  of  $6.3  bUlion. 

Mr.  Mehle.  Perhaps  you  are  suggesting  that  these  items  should 
be  marked  to  market,  that  the  assets  which  they  received  should  be 
marked  to  market. 

Mr.  St  Germain.  Well,  shouldn't  they  be? 


*  Mr.  Mehle  subsequently  submitted  the  following  additional  comment  with  his  corrected  tran- 
script: The  FSLIC  fund  balance  was  not  reduced  oy  the  assumption  of  large  commitments  in 
1981  because  their  cost  was  offset  by  income  to  the  fund  primarily  from  assessments  paid  by 
member  savings  and  loan  associations  and  from  interest  earned  on  investments  in  U.S.  Govern- 
ment  securities. 
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Mr.  Mehle.  I  do  not  think  so,  because  I  expect  them  to  stay  in 
the  fund  indefinitely  in  the  same  way  that  the  loans  made  by  the 
thrift  institutions  themselves  are  not  marked  to  market. 

Mr.  St  Germain.  So  we  merge  another  150  institutions  and  in- 
stead of  actual  cash  in  that  fund  what  they  have  a  lot  of  is  a  lot  of 
mortgages,  but  they  indeed  do  not  have  market  value.  Then  we 
have  a  failure  and  depositors  want  money.  They  want  cash.  They 
do  not  want  promissory  notes. 

Mr.  Mehle.  It  should  not  happen  that  wav.  Let  us  say  that  the 
FSLIC  provides  $100  worth  of  assistance  ana  receives  a  face  value 
of  $100  worth  of  mortgages,  the  market  value  of  which  might  be 
$70.  The  FSLIC  will  book  the  mortgages  at  $100  rather  than  at  $70, 
so  there  will  not  be  an  apparent  change  in  the  size  of  their  assets. 

Now  what  does  happen,  though,  is  instead  of  receiving  current 
market  rate  on  those  mortgages  which  might  be  15  percent  in 
today's  market,  the  FSLIC  might  be  receiving  only  9,  which  is  the 
reason  that  the  value  of  the  mortgages  is  $70  instead  of  $100,  but 
as  far  as  the  fund  is  concerned,  it  does  not  show  a  loss.  It  simply 
shows  lower  earnings,  that  is  to  say,  9  percent  instead  of  15  per- 
cent, and  thus  it  would  grow  more  slowly. 

It  is  apparent  from  the  fund  decrease,  though,  that  the  FSLIC  in 
1981  did  spend  approximately  $200  million  in  return  for  which  it 
did  not  acquire  assets. 

Mr.  St  Germain.  Well,  there  are  those  of  us  who  are  a  little  con- 
cerned about  the  adequacy  of  the  fund  if  we  do  not  take  steps  such 
as  I  have  proposed.  Obviously  Treasury  is  not  among  those  who 
have  a  concern. 

Mr.  Mehle.  No,  we  do  not.  We  think  the  fund  will  be  able  to 
handle  it. 

Mr.  St  Germain.  Page  11: 

Our  objective  is  to  obtain  a  solution  to  thrift  industry  problems  that  will  minimize 
the  cost  to  the  Government  and  maintain  the  framework  in  which  depository  insti- 
tutions have  been  able  to  serve  the  needs  of  their  communities  and  the  Nation  at 
large. 

I  take  it  that  you  and  I  dispelled  that  sentence  because  we 
agreed  that  the  interest  rates  are  going  to  come  down.  If  we  were 
to  use  net  worth  guarantee  certificates  they  would  never  be  called 
and  the  institutions  would  be  successful  with  the  drop  in  interest 
rates  and,  therefore,  there  would  be  no  cost  to  the  Government. 

Mr.  Mehle.  Right. 

Mr.  St  Germain.  So  that  we  can  do  away  with  that  particular 
sentence  or  reference  to  cost. 

Now  the  Federal  insurance  agencies  share  responsibility  for  in- 
sured deposits,  so  they  assume  a  supervisory  role  in  insuring  that 
by  their  own  standards  an  the  institution  is  operating  so  as  to  pro- 
tect the  integrity  of  the  insured  deposits. 

The  bill  does  not  mandate  that  institutions  operating  with  losses 
automatically  qualify.  It  is  not  automatic.  We  ask  for  more  criteria 
today  from  the  insuring  agencies.  They  do  not  automatically  quali- 
fy for  restoration  of  net  worth  to  some  arbitrary  level. 

We  also  have  asked  them  to  give  us  a  list  of  suggestions  that 
would  answer  that  particular  problem  that  they  might  have. 

I  would  reiterate  what  I  said  when  I  introduced  the  legislation 
and  what  I  have  said  here  in  hearings  and  what  I  said  earlier  this 
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morning.  Legislation  was  introduced  hoping  that  we  would  get  con- 
structive suggestions  to  improve  it  and  to  be  certain  that  it  is  effec- 
tive legislation  and  does  not  throw  out  good  money  after  bad,  for 
instance.  That  is  not  our  point. 

Now  let's  look  at  the  supervisory  role  and  mergers  and  all  of 
that.  I  am  sure  you  are  aware  of  the  fact  that  there  are  many  who 
contend  that  the  insuring  funds  have  been  used  not  to  protect  the 
funds  of  depositors  but  rather  to,  in  many  instances,  protect  funds 
of  those  people  who  have  deposits  in  them  over  and  beyond  the 
$100,000  limit. 

Mr.  Mehle.  Yes. 

Mr.  St  Germain.  And  I  would  venture  to  say  that  there  is  prob- 
ably some  validity  to  that  argument  because  indeed  I  can  just 
recall  economy  in  recent  months,  in  Chicago  where  they  just  diut 
the  place  down.  Other  than  that,  FSLIC  indicates  that  in  the  case 
of  S.  &  L.'s  they  have  been  injecting  funds  in  effective  mergers 
where  they  have  made  commitments. 

As  a  result  thereof,  stockholders,  in  the  case  of  stock  institutions, 
and  jumbo  CD  holders  have  been  protected.  Is  that  not  accurate? 

Mr.  Mehle.  When  a  merger  takes  place,  the  account  holders  in 
the  institution  that  has  been  merged  out  of  existence  generally 
remain  whole.  They  are  creditors  of  the  succeeding  institution. 

Mr.  St  Germain.  Exactly.  So  they  are  protected  over  and  beyond 
the  $100,000  insurance  protection  that  is  provided  for. 

Mr.  Mehle.  I  think  there  is  almost  no  other  way  to  do  it  if  you 
have  a  merger. 

Mr.  St  Germain.  True.  The  point  is  that  mergers  and  the  causes 
of  many  mergers  have  indeed  assisted  or  been  beneficial  to  people 
who  have  had  deposits  beyond  the  $100,000. 

Mr.  Mehle.  Yes,  they  have  been. 

Mr.  St  Germain.  Sure  the  merger  route  is  a  good  one  in  many 
instances,  but  by  the  same  token,  if  you  can  keep  the  acquired  in- 
stitution whole  with  the  net  worth  guarantee  certificate  and  assist 
it  to  remain  in  business,  and  to  continue  to  serve  the  community 
wherein  it  is  located,  I  think  that  is  a  point  that  has  to  be  consid- 
ered. 

Mr.  Mehle.  I  totally  agree.  It  is  something,  though,  that  requires 
a  great  deal  of  discretion. 

Mr.  St  Germain.  Oh,  very  definitely.  Incidentally,  again  this 
morning  we  have  stated  that  we  want  assistance  from  the  agencies 
because  they  are  the  experts  so  that  we  do  not  go  out  and  assist 
institutions  that  have  no  chance  of  surviving.  That  is  not  the  point 
of  the  legislation,  not  by  any  means.  I  would  be  the  last  one  to 
write  anything  of  that  sort. 

As  to  the  income  capital  certificates,  have  you  projected  or  do 
you  have  any  projections  or  studies,  or  maybe  the  Home  Loan 
Bank  Board  does,  of  how  many  institutions  they  can  assist  in  that 
manner? 

Mr.  Mehle.  How  many  they  might  have  to  assist? 

Mr.  St  Gerbiain.  What  their  capacitv  is  to  assist?  Does  that  have 
an  effect  on  the  funds  in  the  insuring  nmd? 

Mr.  Mehle.  Well,  the  ICC  is  the  instrument  that  the  S.  &  L. 
issues  to  the  FSLIC  and,  as  to  the  FSLIC,  the  ICC  becomes  an 
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asset.  The  FSLIC  gives  to  the  institution  in  exchange  a  note  of  its 
own,  and  that  becomes  a  liability  of  the  fund. 

Mr.  St  Germain.  OK.  So  my  question  is:  When  we  look  at  the 
size  of  the  fund  at  the  end  of  1981,  were  any  of  those  ICC's  issued 
last  year? 

Mr.  Mehle.  Yes,  sir— approximately  $84  million  at  yearend. 

Mr.  St  Germain.  Those  notes,  how  are  they  carried?  Does  that 
$6.3  billion  include  those  notes  as  an  asset? 

Mr.  Mehle.  I  believe  you  mean  the  ICC's,  which  are  what  the 
fund  receives.  Yes,  the  IOC's  should  be  included  as  fund  assets. 

Mr.  St  Germain.  So  in  essence  the  fund  is  $6,216  billion  if  you 
have  got  $84  million  out  in  those  notes. 

Mr.  Mehle.  If  you  regarded  the  ICC's  as  valueless  assets,  it 
would  be.  But  the  FSLIC  does  not  regard  ICC's  as  valueless  assets. 

Mr.  St  Germain.  You  know,  on  page  14  you  express  concerns 
about  the  requirement  for  money  to  be  reinvested  in  mortgages  at 
low  rates  because  they  have  made  more  than  that.  They  have  ex- 
ceeded that  percentage,  even  last  year. 

Mr.  Mehle.  Right. 

Mr.  St  Germain.  When  there  were  those  who  complained  aboiit 
that  requirement,  my  answer  was,  "Gee,  they  have  exceeded  it  so 
you  should  not  have  any  problem  with  it."  I  sort  of  agree  with  you. 
I  think  you  have  sustained  my  argument  on  that  one  to  those  who 
quarrel  with  that  requirement. 

Right  now,  on  page  15  you  say,  "Well,  if  a  need  comes,  we  will 
get  together — the  agencies,  the  administration,  and  Congress — and 
we  will  fulfill  the  need  to  prevent  the  problem."  In  the  meantime, 
we  should  use  ICC's  and  provide  legislation  supporting  private  solu- 
tions to  the  entity's  problems  such  as  authorizing  interstate  and  in- 
terindustry mergers. 

Better  talk  to  the  State  bank  supervisors  on  that  one.  We  met 
with  a  buzz  saw,  preempting,  due  on  sale  again.  Boy,  I  have  not 
had  any  Members  come  up  to  me  and  say  that  they  are  all  excited 
about  that  one,  and  preempting  State  usury  ceilings.  That  is  a  bit 
of  a  problem  as  well,  sir — very  definitely — and  many  Members  feel 
hey,  let  the  States  do  that.  Why  should  we  do  it  for  them? 

I  just  pointed  out  that  that  legislation  has  a  lot  of— you  know,  it 
is  like  the  Toonerville  Trolley  trying  to  pull  the  Orient  Express. 
You  are  going  to  have  to  sort  of  look  at  that  luggage  and  baggage 
and  what  have  you  that  is  appended  and  start  negotiating  a  little 
bit  and  maybe  then  we  can  start  doing  something  on  this  side  as 
well. 

Mr.  Mehle,  obviously,  you  did  not  come  here  in  full  support  of 
the  legislation  that  I  have  introduced  and  shall  reintroduce,  but 
let's  assume  that  despite  those  feelings,  it  did  move  along. 

There  is  a  possibility  that  this  legislation  might  move  along  and 
given  that  possibility  I  really  would  be  appreciative  if  Treasury 
were  to  be  kind  enough  to  do  us  as  Mr.  Isaac  and  Mr.  Pratt  are 
going  to  do  and  provide  us  with  suggestions  for  perfecting  legisla- 
tion. 

You  mentioned  some  problem  areas  in  your  testimony  and 
rather  than  just  tell  us  what  you  think  is  wrong  with  it,  tell  us 
how  you  feel  that  we  could  correct  it.  I  think  Treasury  has  very 
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adequate,  competent  staff  that  might  work  on  this  so  that  at  least 
we  can  consider  your  suggestions  when  we  consider  the  legislation. 

Mr.  Mehle.  We  would  be  glad  to  do  that.  Of  course,  you  under- 
stand that  our  view  that  it  is  not  a  necessary  piece  of  legislation 
also  includes  the  view  that  the  approach  embodied  in  the  legisla- 
tion is  the  correct  one.  We  do  not  have  any  trouble  with  the  ap- 
proach; we  just  believe  that  it  is  already  within  the  powers  of  the 
agencies  to  carry  out,  with  the  limited  exception  of  the  nature  of 
the  obligation.  It  would  not  be  a  full  faith  and  credit  obligation  of 
the  U.S.  Government.  It  is  the  full  faith  and  credit  obligation  of 
the  FDIC  or  FSLIC. 

Mr.  St  Germain.  Well,  again,  you  know,  in  consultation  with 
members  of  the  industry  who  I  feel  are  very  responsible  individ- 
uals— incidentally,  these  are  people  that  would  not  be  participating 
because  their  institutions  are  not  in  a  situation  where  their  net 
worth  is  anywhere  near  or  will  be  anywhere  near  the  area  of  the  2- 
percent  breaking  point  in  the  foreseeable  future. 

So  they  were  speaking  in  an  advisory  capacity. 

Mr.  Mehle.  Yes. 

Mr.  St  Germain.  And,  very  frankly,  they  felt  that  this  legislation 
would  be  most  helpful  to  many  institutions  because,  again — and  I 
hate  to  say  this  being  a  Rhode  Islander  who  has  worked  in  a  mill — 
but  I  have  got  to  quote.  They  felt  that  Wall  Street  and  the  large 
depositors  would  feel  much  more  comfortable  if  there  were  a  net 
worth  guarantee  certificate  for  which  funds  were  appropriated  but 
with  no  outlays  and  with  the  money  there  available  from  Treasury 
if  the  occasion  arose. 

Of  course,  we  agree  that  that  will  not  arise  because  interest  rates 
are  going  to  come  down.  We  are  just  going  to  assist  institutions 
with  this  net  worth  guarantee  certificate  that  have  a  very  reason- 
able opportunity  to  survive  until  such  time  as  the  interest  rates 
come  down. 

So  that  is  why  I  sort  of  differ  with  you  as  to  the  relative  merit  of 
the  ICC  and  the  net  worth  guarantee. 

Mr.  Mehle.  Yes. 

Mr.  St  Germain.  I  did  not  dream  these  things  up,  Mr.  Mehle.  I 
came  up  with  this  legislation  after  a  great  deal  of  consultation,  a 
great  deal  of  study,  and  a  great  deal  of  discussion  with  people 
around  the  country,  and  again  I  felt  that  we  had  to  make  it  clear 
to  the  homebuilding  industry,  to  the  prospective  home  purchaser, 
and  to  those  who  feel  that  we  should  not  just  let  the  S.  &  L.  indus- 
try go  down  the  tube  that  we  do  care  and  that  we  feel  that  steps 
should  be  taken,  and  it  was  just  incidentally  happenstance  that  the 
legislation  was  introduced  at  the  same  time  the  Brookings  report 
came  out.  I  had  no  idea  that  those  were  going  to  happen  in  con- 
junction with  each  other. 

Are  there  further  questions? 

Thank  you  very  much  for  your  testimony.  We  will  look  forward 
to  constructive  suggestions. 

Mr.  Mehle.  Thank  you  very  much,  Mr.  Chairman. 

Chairman  Gonzalez.  The  subcommittee  will  stand  in  recess  until 
tomorrow  morning  at  9:30  in  this  room. 

[Whereupon,  at  1:23  p.m.,  the  subcommittee  recessed,  to  recon- 
vene at  9:30  a.m.,  Thursday,  March  25,  1982.] 


Digitized  by 


Google 


HOUSING  AND  URBAN-RURAL  RECOVERY  ACT 

OF  1982 


THURSDAY,  MARCH  25,  1982 

House  of  Representatives, 

Committee  on  Banking,  Finance  and  Urban  Affairs, 

Subcommittee  on  Housing  and  Community  Development, 

Washington,  D.C, 

The  subcommittee  met,  pursuant  to  notice,  at  9:37  a.m.,  in  room 
2128  Rayburn  House  Office  Building;  Hon.  Henry  B.  Gonzalez 
[chairman  of  the  subcommittee]  presiduig. 

Present:  Representatives  Gonzalez,  Oakar,  Vento,  and  Stanton. 

Chairman  Gonzalez.  The  subcommittee  will  please  come  to 
order. 

This  morning  we  have  the  first  panel,  consisting  of  the  Most  Rev- 
erend James  Lyke,  auxiliary  bishop.  Catholic  Diocese  of  Cleveland, 
representing  the  U.S.  Catholic  Conference;  Dr.  M.  Wendell  Belew, 
director  of  Mission  Ministries,  the  Home  Mission  Board  of  the 
Southern  Baptist  Convention;  and  Mr.  Stephen  Hoffman,  the  direc- 
tor of  Social  Planning  and  Research,  Jewish  Community  Feder- 
ation of  Cleveland,  and  Mr.  Henry  Goodman,  vice  president,  repre- 
senting the  Council  of  Jewish  Federations,  Inc. 

Also  Mr.  Talisman,  who  needs  no  introduction,  comes  from  our 
community  here  and  has  never  really  quite  left  it,  even  though  he 
is  officially  not  on  the  Hill. 

I  understand  that  Bishop  Lyke  has  a  time  constraint  and  if  there 
is  no  objection,  and  if  the  other  panelists  have  no  objection,  we  will 
proceed  by  recognizing  the  bishop  first  and  having  Mr.  Stanton,  his 
Congressman,  and  Ms.  Oakar — oh,  you  are  here.  That  is  right. 

We  have — by  golly.  Bishop,  you  are  covered  all  over  the  place. 

Bishop  Lyke.  I  feel  quite  secure,  thank  you. 

Chairman  Gonzalez.  Well,  I  am  delighted  to  recognize  the  gen- 
tleman from  Ohio,  Mr.  Stanton,  and  then  Ms.  Oakar. 

Mr.  Stanton.  Thank  you  very  much,  Mr.  Chairman.  I  think  it  is 
already  obvious  that  we  are  all  trying  to  get  on  the  bandwagon  be- 
cause the  bishop  is  certainly  extremely  well  liked  and,  above  all 
else,  highly  respected  in  our  Greater  Cleveland  Diocese,  of  which 
Mary  Rose  and  I  are  from. 

Equally  so,  Mr.  Hoffman  and  his  federation  are  very  distin- 
guished members  of  the  Greater  Cleveland  area,  and  I  say  that 
before  I  3rield  to  Mary  Rose  because  we  in  the  country  have  always 
had  a  little  complex,  you  know.  It  was  Cleveland  this,  and  Cleve- 
land that  all  of  my  life,  and  so  finally  people  like  yourself,  the  fed- 
eration and  others  are  referring  to  the  Greater  Cleveland  area. 
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So  I  welcome  you  and  am  very  pleased  that  both  of  you  are  here 
today  and  am  happy  to  yield  to  Mary  Rose.  You  see  where  the 
power  is  here,  by  the  way. 

Ms.  Oakar  [presiding].  Thank  you,  Mr.  Chairman. 

I  want  to  join  my  colleague,  Bill  Stanton.  You  know,  Mr.  Good- 
man, Mr.  Hoffman,  Bishop  Lyke — and,  of  course,  Mr.  Belew,  we  are 
happy  to  have  you  here — you  get  people  from  different  sides  of  the 
aisle  from  an  area  that  is  so  absolutely  proud  of  the  beautiful  work 
that  is  done  in  the  Catholic  diocese  and  the  multiplicity  of  services 
that  are  offered  at  the  Jewish  Community  Federation,  which  is  so 
highly  revered  in  our  area. 

It  is  a  special  honor  to  have  you  here  and  I  think  it  is  really  won- 
derful that  you  are  here  because  Congress  needs  to  hear  from 
people  like  yourselves  who  are  really  involved  daily  with  the  grass- 
roots level  and  the  problems  that  face  our  country.  You  all  have 
such  beautiful  reputations. 

You  know.  Bishop  Lyke  had  the  mass,  St.  Patrick's,  at  my 
parish,  on  St.  Patrick's  Day.  It  was  just  a  beautiful  service  and,  of 
course,  I  saw  him  taking  notes  when  another  bishop,  Bishop  C(»- 
grove,  gave  the  sermon  concerning  the  human  needs  of  the  people 
of  this  country. 

I  think  that  is  what  it  is  all  about,  so  I  am  especially  pleased  and 
want  to  thank  the  chairman  for  graciously  extending  the  chair  to 
myself  and  our  minority  leader  here.  Bill  Stanton,  in  welcoming  all 
of  you  today. 

bishop,  you  may  proceed  in  whatever  way  is  most  comfortable 
for  you.  Your  statement  will  be  submitted  for  the  record,  if  you 
would  like. 

STATEMENT  OF  THE  MOST  REVEREND  JAMES  LYKE,  AUXILIARY 
BISHOP,  CATHOLIC  DIOCESE  OF  CLEVELAND,  OHIO,  REPRE- 
SENTING THE  U.S.  CATHOLIC  CONFERENCE 

Bishop  Lyke.  Thank  you  very  much.  Let  me  just  say  before  my 
formal  testimony  how  appreciative  I  am  of  your  kind  words  and 
even  more  appreciative  of  the  support  that  both  of  you  give  to  us 
as  we  in  the  diocese  of  Cleveland  try  to  meet  the  ne^  of  our 
people. 

Congresswoman  Oakar,  I  am  Bishop  James  Lyke  of  Cleveland, 
Ohio.  I  am  pleased  to  appear  before  you  on  behalf  of  the  U.S. 
Catholic  Conference,  which  is  the  national  social  action  arm  of  the 
Roman  Catholic  bishops.  We  thank  you  for  the  invitation  to  share 
with  the  committee  our  concerns  about  the  housing  ne^s  of  low- 
income  people. 

May  I  add  that  from  a  personal  point  of  view  I  have  a  keen  inter- 
est in  this  question  of  housing.  I  grew  up  on  the  south  side  of  Chi- 
cago and  lived  for  a  time  in  a  dilapidated  shed  as  a  child.  Since  my 
brother  was  in  the  U.S.  Navy  and  since  my  mother  was  on  welfare 
and  separated  from  my  father,  the  feunily  was  given  priority  con- 
sideration to  move  into  Wentworth  Gardens  projects,  a  dwelling 
constructed  with  Federal  moneys  for  low-income  families. 

Needless  to  say,  to  move  from  what  we  called  the  "shed"  to  a 
Government  project  was  the  height  of  upward  mobility.  More  im- 
portantly, however,  the  decent  surroundings  of  these  projects  foe- 
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tered  a  sense  of  dignity  and  worth  that  we  had  never  had  in  our 
former  house. 

Further,  because  we  realized  that  our  new  home  came  to  us  from 
the  Federal  Government  and  because  of  my  brother's  service  in  the 
Navy,  we  grew  up  with  an  attitude  positive  toward  our  Govern- 
ment and  developed  a  sense  that  the  Government  cared. 

Congresswoman,  I  speak  this  morning  not  as  a  housing  expert  or 
as  a  policy  technician  but  as  one  who  is  concerned  about  the  moral 
dimensions  of  national  housing  policies.  The  dignity  of  the  human 
person  is  the  moral  base  from  which  I  speak. 

The  church's  concern  for  housing  stems  from  the  belief,  from  the 
basic  belief,  that  each  individual  possesses  an  inherent  dignity  be- 
cause he  or  she  is  created  in  the  image  and  likeness  of  Grod.  Each 
person  should  have  the  opportunity  to  grow  and  develop  his  or  her 
potential  to  the  fullest  extent  possible.  This  development  is  threat- 
ened whenever  social  and  economic  forces  dehumanize  or  degrade 
people. 

In  this  context  we  should  not  ignore  the  impact  that  poor  hous- 
ing has  on  human  dignity  and  development.  The  physical  and 
social  environment  play  important  roles  in  the  formation  and  de- 
velopment of  the  human  person.  We  must  not  overlook  the  terrible 
impact  that  degrading  and  indecent  living  conditions  have  on  peo- 
ple s  perception  of  themselves  and  their  future. 

The  U.S.  Catholic  Conference  recognizes  that  decent  housing  is  a 
basic  human  right,  yet  millions  of  families  who  live  at  or  below  the 
poverty  level  face  a  desperate  housing  crisis,  one  which  we  believe 
will  be  exacerbated  if  the  administration's  budget  proposals  are 
adopted. 

The  present  housing  crisis  is  attributable  in  part  to  the  severe 
recession  and  inflation  that  characterize  the  economy.  However, 
there  has  been  a  serious  housing  problem  throughout  the  last  30 
years,  a  time  when  we  have  experienced  unparalled  prosperity. 
The  problem  has  persisted  in  both  good  and  bad  economic  times. 

While  it  is  obvious  that  current  economic  difficulties  have  great- 
ly intensified  housing  problems,  it  is  important  to  emphasize  that 
we  cannot  rely  on  economic  recovery  alone  to  meet  our  housing 
needs.  Poor  people  need  decent  housing  which  is  cifordable.  This 
obviously  requires  an  adequate  supply  of  housing  at  costs  within 
the  means  of  low  income  people. 

The  President's  Commission  on  Housing  recently  identified  10 
million  renter  households,  one-fourth  of  whom  are  living  in  assist- 
ed housing,  who  require  assistance  if  they  are  to  live  in  decent 
housing  at  costs  they  can  afford.  In  Cleveland  more  than  half  of  all 
households  in  the  city  qualify  as  lower  income  according  to  HUD's 
criteria.  Most  of  these  households  must  choose  between  substan- 
dard living  accommodations  or  spending  an  inordinately  high  per- 
centage of  income  for  decent  housing. 

The  biggest  problem  for  millions  of  low  income  citizens  is  the  fi- 
nancial burden  of  pa3ring  the  rent.  The  poor  pay  a  disproportionate 
amount  of  their  income  on  housing.  The  median  income  for  all 
renters  who  spent  more  than  35  percent  of  their  income  on  rent  in 
1977  was  onlv  $4,000.  By  contract,  62  percent  of  renters  with  in- 
comes of  $35,000  or  mcTe  spent  less  than  10  percent  of  their  income 
on  housing. 
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Rising  rental  costs  are  especially  burdensome  on  people  who  sub- 
sist at  the  poverty  level  and  who  confront  rising  prices  and  dimin- 
ishing resources  in  meeting  all  of  their  basic  necessities. 

Across  the  country  there  are  hundreds  of  thousands  of  people 
waiting  for  decent  shelter.  The  severe  housing  shortage  is  worse 
with  regard  to  rental  units.  Indeed,  we  are  gradually  witnessing 
the  disappearance  of  private  low-rent  housing.  Rents  in  the  private 
market  are  beyond  the  reach  of  low-income  Americans. 

According  to  the  National  Low  Income  Housing  Coalition,  there 
is  a  net  loss  of  over  500,000  low-rent  units  annually  due  to  infla- 
tion, conversion,  abandonment  and  other  causes.  Although  eligible 
for  federally  subsidized  housing,  most  low  income  households  are 
not  able  to  obtain  subsidized  housing  because  so  little  is  available. 
There  are  at  least  five  times  as  many  eligible  households  living  in 
bad  housing  or  paying  more  than  they  can  afford. 

In  order  to  realistically  meet  the  need,  we  believe  that  a  mini- 
mum of  600,000  additional  units  should  be  provided  annually.  In 
Cuyahoga  County,  for  example,  where  Cleveland  is  located,  112,214 
households  were  in  need  of  housing  assistance  in  1980.  At  the  S€une 
time,  however,  only  631  units  were  allocated  to  new  construction  in 
the  county  in  1980. 

Stated  differently,  the  1980  allocation  of  section  8  new  construc- 
tion met  only  0.56  percent  of  the  documented  housing  needs.  In 
short,  production  of  low-income  housing  must  be  significantly  ex- 
panded to  insure  an  adequate  supply.  Income  supports  alone  will 
not  solve  the  problems  of  supply. 

Public  housing  provides  shelter  for  over  3  million  people  whose 
median  income  is  approximately  27  percent  of  the  national  median 
income.  In  Cleveland,  the  local  public  housing  authority  is  the 
landlord  of  8  to  9  percent  of  the  city's  population — approximately 
45,000  people.  The  average  annual  income  per  household  as  of  De- 
cember 31,  1980,  was  $3,330.  According  to  the  December  31,  1981, 
Cuyahoga  Metropolitan  Housing  Authority,  the  waiting  list  was 
2,431  families. 

It  is  vitally  important  that  this  housing  be  adequately  main- 
tained. Modernization  of  the  existing  stock  is  an  immediate  con- 
cern and  must  be  given  high  priority,  for  unless  modernization  is 
accomplished,  the  operating  costs  associated  with  high  energy  bills 
and  depressed  maintenance  will  continue  to  rise.  Similarly,  if  oper- 
ating subsidies  are  not  adequate,  cutbacks  in  services  and  mainte- 
nance will  result  in  either  deterioration  or  in  demolition  and  the 
consequent  displacement  of  the  poor. 

Last  year's  budget  cuts  have  intensified  the  shelter  needs  of  the 
poor.  In  reports  from  individual  bishops,  from  Catholic  charities 
agencies,  from  inner  city  pastors,  from  organizers  of  self-help  pro- 
grams for  the  poor,  from  the  housing  organizers  and  volunteers  in 
parishes  we  in  the  church  have  heard  essentially  the  same  mes- 
sage: The  cuts  have  hurt  the  poor  severely. 

We  know  from  our  experience  around  the  country  what  the 
impact  has  been.  We  know  because  those  affected  by  the  budget 
cuts  are  showing  up  on  the  doorsteps  of  Catholic  parishes  and 
Catholic  charities  agencies.  An  ever-growing  number  of  people  are 
homeless. 
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Last  month,  for  example,  the  doors  of  Holy  Ghost  Church  in 
Denver  were  opened  at  night  because  it  was  anticipated  that  30  or 
40  people  needed  emergency  shelter.  Within  a  month,  the  numbers 
have  swelled  to  hundreds  of  homeless  men,  women  and  children 
who  are  now  sleeping  in  the  pews  of  the  church. 

In  the  Archdiocese  of  St.  Paul-Minneapolis  a  woman,  knowing  of 
the  lack  of  adequate  shelter  for  the  homeless,  left  a  stack  of  blan- 
kets in  an  unlocked  car  over  night.  The  next  morning  she  found 
four  adults  sleeping  inside,  huddled  together  against  the  cold.  Here 
in  the  Archdiocese  of  Washington,  shelters  are  filled  to  capacity. 
For  the  first  time  we  are  seeing  not  only  the  chronically  destitute 
but  as  many  as  50  percent  of  those  seeking  shelter  are  unemployed 
young  black  people. 

For  the  last  6  months  Catholic  Fcunily  Services  in  New  Haven, 
Conn.,  has  been  seeking  housing  for  a  woman  with  five  children 
who  has  a  section  8  certificate.  This  case  is  repeated  across  the 
country.  It  is  increasingly  difficult  to  find  affordable  rental  units 
for  large  families,  especially  women  with  children. 

We  also  know  of  the  need  for  housing  because  in  some  areas  in- 
novative housing  programs  sponsored  by  church-supported  groups 
have  been  terminated.  In  the  Archdiocese  of  Baltimore,  the  St.  Am- 
brose Housing  Aid  Center,  an  affiliate  of  the  local  Catholic  Chari- 
ties, has  been  in  the  business  of  providing  homeownership  and 
rental  units  for  poor  families.  In  an  innovative  undertctking  that 
has  combined  the  existing  section  8  rent  subsidies  with  section  312 
rehabilitation,  St.  Ambrose  has  renovated  hundreds  of  gutted 
single  family  houses  and  has  rented  them  to  the  working  poor  who 
earn  from  $5,000  to  $10,000  a  year. 

This  successful  rehabilitation  program  was  abruptly  halted  with 
last  year's  elimination  of  the  section  312  rehabilitation  program. 
Combining  State  loans,  urban  development  action  grant  moneys 
and  existing  section  8,  St.  Ambrose  has  recently  converted  a  school 
into  rental  units  with  three  and  four  bedrooms — one  of  the  few 
places  in  the  country  with  units  that  large  which  are  available  to 
the  poor.  The  project  leaders,  however,  fear  that  this  project  too 
will  be  jeopardized  if  the  administration's  new  proposals  are  adopt- 
ed. 

I  could  go  on  with  a  long  inventory  of  examples,  but  the  message 
would  be  essentially  the  same.  The  already  severe  housing  needs  of 
the  poor  are  being  made  even  worse  as  a  result  of  last  year's 
budget  cuts. 

As  a  Catholic  bishop  I  have  listened  carefully  to  the  suggestions 
that  the  voluntary  sector  and  the  churches  in  particular  can  and 
should  take  up  the  slack  caused  by  the  budget  cuts.  This  suggestion 
that  private  charity  can  increase  sufficiently  to  make  key  Govern- 
ment programs  unnecessary  ignores  both  history  and  reality. 

From  a  practical  standpoint,  it  is  simply  not  within  the  realm  of 
possibility  to  suggest  that  the  voluntary  sector  can  replace  mayor 
and  necessary  Government  programs.  This  suggestion  is  even  more 
unrealistic  in  the  area  of  housing.  Certainly  the  churches  will  con- 
tinue to  increase  their  efforts  and  resources  to  aid  the  homeless, 
but  we  cannot  by  ourselves  fill  the  massive  gap  in  low-income  hous- 
ing needs  that  already  exists  and  is  intensifying. 
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While  the  charitable  activity  of  religious  institutions  is  increas- 
ing and  will  continue  to  increase,  it  cannot  and  should  not  substi- 
tute for  the  essential  responsibility  that  Government  has  to  play  in 
meeting  basic  human  needs. 

The  essence  of  the  message  I  would  like  to  leave  with  you  has  to 
do  with  human  rights  and  the  role  of  Government  in  guaranteeing 
and  protecting  those  rights.  The  Catholic  tradition  views  basic 
human  rights  as  a  kind  of  base  line,  a  set  of  material  conditions 
which  are  essential  for  human  dignity. 

The  church  fully  recognizes  the  significance  of  classifying  shelter 
as  a  basic  right,  for  rights  are  not  matters  of  privil^e  or  choice. 
They  imply  an  obligation  on  the  part  of  society,  an  obligation  that 
ultimately  rests  on  Government.  When  through  the  normal  work- 
ings of  the  economy  and  the  social  system  the  basic  material  needs 
of  some  citizens  are  not  met,  the  Government  has  the  responsibility 
to  intervene.  It  has  the  duty  to  see  that  no  one  goes  without  ade- 
quate housing. 

The  harsh  reality  of  our  present  economic  system  is  that  without 
substantial  and  effective  governmental  intervention  people  will  go 
without  shelter.  We  believe  that  the  Federal  Government  has  the 
ultimate  responsibility  to  see  that  this  does  not  happen.  When  we 
talk  about  the  implications  for  public  policy,  then,  we  are  not 
speaking  of  housing  as  a  matter  of  largesse  or  charity.  Rather,  it  is 
an  issue  of  basic  social  justice. 

In  the  context  of  the  basic  principles  of  human  rights  which  I 
have  referred  to,  the  administration's  fiscal  year  1983  proposed 
budgets  in  the  area  of  assisted  housing  are  simply  not  acceptable. 
They  represent  a  retreat  from  a  longstanding  bipartisan  commit- 
ment to  meeting  the  housing  needs  of  the  poor  and  a  large  scale 
abandonment  of  Federal  responsibility  in  low-income  housing 
needs. 

If  enacted,  the  proposals  would  have  the  effect  of  either  reducing 
or  eliminating  programs  on  which  the  poor  depend  for  their  basic 
housing  needs.  In  terms  of  budget  authority,  the  housing  cuts  con- 
stitute the  largest  reductions  proposed  for  any  activity  of  the  Fed- 
eral Government.  Therefore,  they  come  on  top  of  the  largenscale  re- 
trenchments adopted  last  year.  In  short,  these  cuts  will  aggravate 
the  already  desperate  housing  plight  of  the  poor.  They  should  be 
firmly  rejected. 

Our  testimony  highlights  several  areas  of  concern  that  we  have 
with  the  administration's  housing  proposal.  For  the  sake  of  time  I 
will  not  go  through  the  specifics,  but  I  ask  that  they  be  included 
for  the  record. 

In  conclusion,  let  me  add  that  the  Catholic  Church,  when  it 
enters  the  arena  of  public  debate,  is  not  neutral.  It  enters  with  an 
explicit  and  conscious  advocacy  on  behalf  of  the  poor.  In  the  tug 
and  pull  of  the  political  process,  poor  people  are  not  likely  to  win 
out.  They  do  not  have  much  power  and  they  are  without  powerful 
political  allies  and  lobbying  networks.  They  do  not  contribute  much 
to  election  campaigns  and  they  do  not  vote  as  much  as  the  rest  of 
thepopulation. 

The  Nation's  current  economic  and  budgetary  problems  are  obvi- 
ously very  serious,  but  these  problems  can  and  must  be  solved 
without  punishing  the  poor,  without  violating  their  rights  to  basic 
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necessities.  In  the  Christian  tradition,  how  we  treat  the  poor  is 
seen  as  a  measure  of  our  religious  faith.  I  believe  it  is  also  a  meas- 
ure of  our  health  as  a  nation  and  our  wisdom  as  a  people.  In  hous- 
ing problems,  policy  in  particular,  we  face  problems  which  will  re- 
quire difficult  choices. 

In  closing,  I  wish  to  emphasize  that  the  debate  over  housing  pro- 
grams, as  well  as  the  larger  debate  over  the  Federal  budget,  is  not 
simply  a  debate  about  numbers  and  dollars  and  programs.  It  is 
about  human  beings — children,  parents,  the  elderly,  their  joys  and 
sorrows,  their  successes  and  failures,  their  hopes  and  dreams.  It  is 
about  American  families,  about  whether  or  not  they  will  have 
enough  food  on  the  table,  enough  income  to  support  them,  a  roof 
over  their  heads. 

It  is,  in  short,  a  debate  about  human  dignity. 

[The  prepared  statement  of  Bishop  Lyke,  on  behalf  of  the  United 
States  Catholic  Conference,  follows:] 
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Mr.  Ghaixman,  I  am  Bishop  James  L^oe  of  Cleveland,  Ghio.  I  am  pleased 
to  appear  before  you  on  behalf  of  the  United  States  Catholic  Conferenoe,  vhich 
is  the  national  social  action  arm  of  the  Roman  Catholic  Bishops.  We  thank  you 
for  the  iixvitaticn  to  share  with  the  CGnndttee  our  ocnoeros  about  the  housii^ 
needs  of  low  inocme  people. 

In  1975,  in  response  to  the  national  housing  crisis,  the  U.  S.  Catiiolic 
Bishops  issued  an  extensive  pastoral  statement  entitled.  The  Rig^  to  A  Deoent 
Home.  We  said  at  that  time: 

The  United  States  is  in  the  midst  of  a  severe  housing 
crisis.  This  is  a  broader,  more  pervasive  and  more  oonpli- 
oated  phenomenon  than  the  customazy  photogrEq)h8  of  urban  slums 
and  rural  shacks  indicate.  It  involves  moo^e  people,  more 
nei^iborhoods  and  oorawnities  than  was  though  the  case  even 
a  few  years  ago.  It  touches  millions  of  poor  families  who 
live  in  inhmen  conditions.  .  .  .  Rising  costs  of  shelter, 
msdntenance  and  utilities  .  .  .  are  farcing  mary  families  to 
live  in  inadequate  housing  or  to  do  without  other  basic 
necessities. 
Ihis  statement  is  still  applicable  today.  Indeed  the  severity  of 
today's  housing  crisis,  particularly  for  the  poor,  is  more  alarming  now  -dian 
at  any  time  in  recent  years. 

In  this  context,  I  speak  this  moiming  not  as  a  housing  expert  or  a 
policy  technician,  but  as  one  vAio  is  concerned  about  the  moral  dimensions  of 
nationsLl  housing  policies.  Ihe  dignity  of  the  human  person  is  the  moral  base 
from  lAiidi  I  speak. 

The  Church's  concern  for  housing  stems  from  the  belief  that  eacii 
individual  possesses  an  inherent  dignity  because  he  or  she  is  created  in  the 
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iaag^  and  liJceness  of  God.  Each  person  shcxild  have  the  opport7jnity  to  gnaw 

and  develop  his  or  her  potential  to  the  fullest  extent  possible.  This  developaent 

is  -direatened  whenever  social  and  pcntwnric  forces  d^unanize  cr  degrade  people. 

In  this  context  we  should  not  ignore  the  ijif>act  that  poor  housing  has  on 
hman  dignity  and  development.  Ihe  physical  and  social  envixxxiaent  play  iafxirtant 
roles  in  the  fonnaticn  and  development  of  iiie  hunan  person.  We  must  not  overlook 
the  terrible  iji|>act  that  degradijig  and  indecent  living  conditions  have  on  people's 
perception  of  themselves  and  their  future. 

HOUSING  NEEDS  OF  THE  POCT^ 

Ihe  United  States  Catholic  Conf erenoe  recognizes  that  decent  housing  is 
a  basic  hunan  ri^it.  Yet  millions  of  families  who  live  at  or  below  the  poverty 
level  face  a  desperate  housii^g  crisis  —  one  which  we  believe  will  be  escacerbated 
if  the  Administration's  budget  proposals  are  adopted. 

The  present  housing  crisis  is  attributable  in  part  to  the  severe  recession 
and  inflation  that  characterize  the  eooncny.  However,  there  has  been  a  serious 
housing  problem  throug^iout  the  last  thirty  years,  a  time  when  we  have  experienoed 
unparalleled  prosperity.  The  problem  }^b  persisted  in  both  good  and  bad  ennnnmc 
times.  While  it  is  obvious  that  current  economic  difficulties  have  greatly 
intensified  housing  problems,  it  is  iinportant  to  enpY^size  that  we  cannot  rely 
on  economic  recovery  alone  to  meet  our  housing  needs. 

Poor  people  need  decent  housii^g  vAiich  is  affordable.  This  obviously 
requires  an  adequate  supply  of  housir^  at  costs  within  the  means  of  low  inoone 
people.  The  President's  Conndssion  on  Housing  recently  identified  ten  million 
renter  households  —  one-fourth  of  vtfnn  are  living  in  assisted  housing  —  who 
require  assistance  if  they  are  to  live  in  decent  housing  at  costs  they  can  afford. 

In  Cleveland,  more  than  half  of  all  households  in  the  city  qualify  as 
lower  income  according  to  HUD's  criteria.  Most  of  these  households  must  choose 
between  livir^  in  substandard  acccninodations  or  spending  an  inordinately  high 
percentage  of  income  for  decent  housing. 
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1.  Post  of  Housing 

The  biggest  problem  for  millions  of  low  incxne  citizens  is  the  financial 
burden  of  pacing  the  rent.  Tbe  poor  pay  a  dispropcrtiGnate  amount  of  their  inocane 
en  '  housing.  The  median  incGmB  foo?  all  i-^enteaL-s  idho  spent  moire  than  35%  of  their 
inoGne  on  rent  in  1977  was  only  $4,000.  By  oontivst,.  62%  of  renters  with  inocmes 
of  $35,000  or  moo^e  spent  less  than  10%  of  their  inoGoe  on  housing*  As  inoGoe 
rises,  the  proportiGn  paid  for  housing  —  porticulBrly  rental  housing  —  decreases. 
Until  leist  year  federal  housing  prognnis  responded  to  this  disparity  by  assuring 
that  families  getting  assistance  pay  no  more  than  25%  of  their  inoGoe  for  housing* 
Even  so,  only  a  very  small  fraction  of  the  poor  benefit  from  housing  assistance 
—  8.1%  of  eligible  households  in  1978.  These  rising  rental  costs  are  especially 
burdenscne  en  people  vAio  subsist  st  the  poverty  level  and  who  confrant  rising 
prices  and  diminishii^  resources  in  meeting  all  of  their  basic  necessities. 

2.  Housing  Shortage 

Across  the  country  there  are  hundreds  of  thousands  of  people  waiting  for 
decent  shelter.  Ihe  severe  housing  shoortage  is  worst  with  regard  to  rental  units. 
Indeed,  we  are  gradually  witnessing  the  disappearance  of  private  low-rent  housing* 
Rents  in  the  private  market  are  beyond  the  reach  of  low  incone  Aoericans.  Aoocrd- 
ing  to  the  National  Low  Income  Housing  Coalition,  there  is  a  net  loss  of  over 
500,000  low  rent  units  anmally  due  to  inflation,  conversion,  abandonnent  and 
other  causes. 

Althoufi^  eligible  for  federally  subsidized  housii^,  most  low  income  house- 
holds are  not  able  to  obtain  subsidized  housing  because  so  little  is  available. 
Ihere  are  st  least  five  tijnes  as  many  eligible  households  living  in  bad  housing 
or  pe^dng  more  than  they  can  afford.  In  order  to  realistically  meet  the  need, 
we  believe  that  a  minimum  of  600,000  additional  units  should  be  provided  annually. 
In  Cuyahoga  County,  for  esesnnple,  where  Cleveland  is  located,  112,211  households 
were  in  need  of  housing  assistance  in  1980.  At  the  same  time,  however,  only 


Digitized  by 


Google 


1636 


&31  tnits  of  Section  8,  Hbu  CoDstructiaii  were  allocated  to  the  Gbunty  in  1980. 
Stat«d  dif fcmttly,  the  1980  allocation  of  Section  8  New  Cbnstnicrtion  mst  only 
.S6%  of  the  doouMnted  housing  needs.     In  8hcx*t,  production  of  low-inooae  hc3usii« 
mist  be  sigrdfioantly  eaqaanded  to  ensure  an  adequate  siqsply.     TnrrT  s^^xjk'Is 
alone  fdll  not  solve  the  probloB  of  si^ply. 
3.     Preservation  of  Public  Ifousing 

Public  hcxising  provides  dielter  for  over  tta^e  ■illlnn  people  i4ioee  aedian 
ixkocae  is  ^Jproxiaately  27%  of  Ihe  national  Median  inooK.     In  Cleveland,  the 
local  public  housing  authority  is  the  landlord  of  8-9%  of  the  city's  populatticn 
(a^jprcKUBtely  US, 000  people).     Ihe  average  amual  inooK  per  housdiold  as  of 
December  31,  1980,  was  $3,330.     Acxxsrding  to  the  lieoaKber  31,  1981  O^ahoga 
Metropolitan  Housing  Authority,  the  uaitiDg  list  uas  2,431  fanilies.     It  is  vitally 
ijifx^rtant  that  Ihis  housing  be  adequately  naintained.     Ihe  nodemization  of  the 
existing  stock  is  an  innediate  concern  and  oust  be  given  high  priority;  for,  unless 
modernization  is  acoonplished,  the  operating  costs  associated  with  hifi^  energy 
bills  and  depressed  maintenance  will  continue  to  rise.     Similarly,  if  operating 
subsidies  are  not  adequate,  cutbadcs  in  services  and  maintenance  will  result  in 
either  deterioration  or  in  demolition  and  the  consequent  displacement  of  the  poor. 

IMPACT  or  lAST  YEAR'S  BUDGET  O/TS 

Last  year's  budget  cuts  have  intensified  the  shelter  needs  of  the  poor. 
In  reports  from  individual  bishops,  fxxm  Catholic  Charities  agencies,  from  ixvier 
city  pastors,  from  organizers  of  self-help  ptx3gr>ams  for  Ihe  poor,  frcm  housing 
organizers  and  volunteers  in  parishes,  we  in  the  Church  have  heard  essentially 
the  same  message:     the  cuts  have  hurt  the  poor  severely.     Vte  know  from  our  exper- 
ience around  the  country  what  the  ijipact  has  been.     We  know  because  those  affected 
by  the  budget  cuts  are  showing  up  on  the  doorsteps  of  Catholic  parishes  and  Catholic 
Charities  agencies.     An  ever-growing  number  of  people  are  homeless. 

Last  month,  for  example,  the  doors  of  Holy  Ghost  Church  in  Denver  were 
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Opened  at  nig^  because  it  was  anticipated  that  thirty  or  forty  people  needed 
emergency  shelter.  Within  a  month  the  numbers  have  swelled  to  hundreds  of  homeless 
men,  wcmen  and  children  vAio  are  now  sleeping  in  the  pews  of  the  church.  In  the 
Archdiocese  of  St.  Paul-Minneapolis  a  woman,  knowing  of  the  lack  of  adequate  shelter 
for  the  homeless,  left  a  stack  of  blankets  in  an  unlocked  car  overnight.  The  next 
morning  she  found  four  adults  slewing  inside,  huddled  together  against  the  oold. 
Here  in  the  Archdiocese  of  Washington,  shelters  are  filled  to  capacity.  For  the 
first  time  we  are  seeing  not  only  the  chronically  destitute,  but  as  nary  as  fifty 
percent  of  those  seeking  shelter  are  vmenplpyed  young  blacks.  For  the  last  six 
months  Catholic  Family  Services  in  New  Haven,  Connecticut  }^b  been  seeking  housing 
for  a  wcoBn  with  five  children  who  has  a  Section  8  certificate.  Ihis  case  is 
repeated  across  the  oountry.  It  is  increeisingly  difficult,  to  find  affordable 
rental  units  for  large  families,  especially  women  with  children. 

We  cLlso  know  becuase  in  some  areeis  innovative  housii^g  prognams  sponsored 
by  Ghurch-supported  groups  have  been  terminated.  In  the  Archdiocese  of  Raltimnre, 
the  St.  Ambrose  Housing  Aid  Center,  an  affiliate  of  the  local  Catholic  Charities, 
has  been  in  the  business  of  providing  homeownership  and  rental  units  to  poor 
families.  In  an  innovative  undertaking  that  oombdned  the  existing  Section  8  rent 
subsidies  with  Section  312  rehabilitation,  St.  fataroee  has  renovated  hundreds  of 
gutted  single  family  houses  and  has  rented  them  to  the  working  poor  who  earn 
from  $5,000  to  $10,000  a  year.  Ihis  successful  rehabilitation  program  was 
abr^iptly  halted  with  last  year's  elimination  of  the  Section  312  rehabilitation 
program.  Combining  state  loans,  UDAG  monies  and  existing  Section  8,  St.  fatroee 
has  recently  converted  a  school  into  rental  units  with  three  and  four  bedrocos  — 
one  of  the  few  places  in  the  oountry  with  units  that  large  vtfiich  are  available 
to  the  poor.  Tlie  project  leaders,  however,  fear  that  this  project,  too,  will  be 
jeopardized  if  the  Administration's  new  proposals  are  adopted. 

Through  the  Can^mgn  for  Hisnan  Development,  a  social  justice  funding 
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sponsored  ty  the  U.  S.  CatJiolic  Bishops,  we  are  further  aare  c5  the  iespetme 
hcusing  needs  of  the  poor  and  the  critical  assistance  provided  l3y  federal  hxsi;ig 
prograBB.     Voice  of  the  People,  a  asvfunded  progn^  is  a  xxst-fcr-profit  housing 
developnent  ocrporation  funded  and  operated  iy  residents  of  the  Lytar.  Com^xixty 
in  Chicago.     It  provides  decent  housiiig  for  low-inccBe  fanilies  ly  directly 
involving  the  tenants  in  the  develcpMent  and  oanageaent  of  their  apartBEzits.     As 
a  recipient  of  Section  312  Rrfwhilitation  loans,  the  Voice  of  the  ^ople  tJtojeuL 
tcks  affected  by  the  teradnation  of  tlat  program.     Its  activities  vill  be  further 
paralyzed  if  the  AdBdnistraticn's  proposed  reductions  in  the  Section  8  paogt^t 
are  adopted. 

Msiy  of  these  CHD-funded  groups  lave  leveraged  private  sector  finds. 
However,  wi-^mt  federal  assistance,  private  sector  finding  cen  only  aaloe  a  vexy 
■arginal  contribution  in  addressing  the  housing  needs  of  the  poor.     RsrtloraLl  housing 
prograHB  should  do  mre  to  encourage  the  participation  of  coHKxiity-baood  nonfro^t 
organizations  and  nei^iborhood  gjrokjpG  in  the  i]^)leBentBtion  of  housing  progriBB. 

I  could  go  on  with  a  long  inventory  of  exa^>les,  but  the  ■cooage  uould 
be  essentially  the  saae  —  the  already  aevei^  housing  needs  of  the  poor  are 
being  nade  even  worse  as  a  result  of  last  year's  budget  cuts. 

As  a  Catholic  bishop,  I  have  listened  oarefiilly  to  the  suggestion  that 
the  voluntary  sector,  and  the  churdies  in  particular,  can  and  dnuld  take  vf>  the 
slack  caused  by  the  budget  cuts.     This  suggesticn,  that  private  c^iarity  can 
increase  sufficiently  to  lake  key  govenaent  piugiuwa  taiieuessary,  i^oras  both 
history  and  reeOity.     Trcm  a  practical  standjxnnt,  it  is  siif>ly  not  within  the 
reals  of  possibility  to  suggest  ttet  the  >x>luntary  sector  oan  replace  aajor  and 
necessary  gGverment  ponograHS.     This  suggestion  is  even  aore  unrealistic  in  the 
area  of  housing.     Certainly,  the  churcdies  will  continue  to  increase  liieir  efforts 
and  resources  to  aid  -dte  honeless,  but  %ie  oamot,  by  ourselves,  fill  -dte  aassive 
g^  in  low-income  housing  needs  tivact  already  exists  and  is  intensifying.     Wiile 
tite  charitable  £K:tivity  of  religious  institutions  is  increasing  and  will  continue 
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to  increase,  it  cannot  and  should  not  substitute  for  the  essential  responsibility 
that  gos^emnent  has  to  play  in  meeting  basic  hman  needs. 

GOVERNMENT;  ESSDHIAL  ROUE 

The  essence  of  the  message  I  would  li3ce  to  leave  with  you  has  to  do  with 
hman  ri^its  and  the  role  of  goveznnent  in  guaxwiteeijig  and  protecting  those 
rights.  The  Catholic  Church  has  a  long  tradition  of  social  teaching  on  that 
subject.  Our  concern  and  interest  in  federcd  housing  policies  flow  frcm  that 
tradition.  The  United  States  Catholic  Conference  and  the  bishops  frGm  around 
the  world  have  called  the  right  to  shelter  a  fundamental  ri^it,  one  essential 
to  human  dignity. 

Pope  John  XXIII,  in  his  encyclical,  Pacem  In  Terris,  listed  the  right  to 
shelter  as  one  of  the  most  important  of  himan  ri^its.  It  follows  directly  from 
the  right  to  life  itself.  The  Catholic  tradition  views  basic  hunan  rights  as  a 
kind  of  baseline,  a  set  of  naterial  conditions  which  are  essential  for  hunan  dignity. 
The  Church  fully  recognizes  the  significance  of  classifying  shelter  as  a  basic  ri£^. 
For  rights  are  not  natters  of  privilege  or  choice.  They  inply  an  obligation  on 
the  part  of  society,  an  obligation  that  ultinately  rests  on  govexnnent.  When, 
through  the  normal  workings  of  the  economy  and  the  social  system,  the  basic  material 
needs  of  sane  citizens  are  not  met,  the  govenroent  has  the  responsibility  to  inter- 
vene. It  has  the  duty  to  see  that  no  one  goes  without  adequate  housing.  The  harsh 
reality  of  our  present  economic  systems  is  that,  without  substantial  and  effective 
govemnent  intervention,  people  will  go  without  shelter.  Vte  believe  that  the 
federeG.  govermiBnt  has  the  ultijiate  responsibility  to  see  that  this  does  not  happen. 
When  we  teOk  about  the  ijiplications  for  public  policy,  then,  we  are  not  speaking 
of  housing  as  a  natter  of  largesse  or  charity.  Rather,  it  is  an  issue  of  basic 
social  justice. 
FISCAL  YEAR  1983  BUDGET  O/TS 

In  the  context  of  the  basic  principles  of  human  ri^ts  which  I  have  ref en?ed 
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^:  farf ra:!lr^  ;r«Si^  —  tan  ^fcT-rf-  tbe  ?cxar  ;>pw«J  for  t*3eir  iasfc  *«.j*:r%  oBadft.     I^ 
•jsam.  ^  aa^irt  JLShcritj,  ^be  nraagi-Tg  cats  oocstltzae  tbe  Lksbsc  zwdDEtfenB  pco- 

-:£»  "■■■aiffi  'fc,  iTif  r«cr«Dt±BeB:£i  adcpced  last  9«ar.     la.  ibcKT,  ^mjil  cots  vill  . 
^=3:*  2lr«Kd/  ^»p«9E«tft  hotaring  pTfefrr  of  the  pcnr.    'Ss^  Aocld  be  frss^  rejectsd. 
I  will  -XT,  ^  iz^s.  the  details  ood  'wfirnB^frffai  cf  tbe  gpwiffc  hmwing 
;x»spe«ftls  that  are  bcfbc*  this  SfurifBce,  far  ather  ia^rvidoils  anf  ff«9s  tlst 
^w«  app«ared  \mr%  'imm  iiV^  i'bui*  thoae  isaues  qcdte  oeafwcseatly.     I  wald  note, 
ir.  >arrfaATar»  the  tcstfxny  of  the  ■ffirwil  Io»-InaaBe  rimarir^g  ChaTirlnn,  of 
«ldc&  the  V.  S.  CjtttrZir  Cdnfercncae  is  an  actxi«  ■oiter.    Ulthcxst  ssxx^  imo  tbe 
spacificsy  hcsMevcry  let  ae  hiiftTi^rt'  sewenO.  areas  of^  ouuuai^  tlBt  I  bope  the 
Ccn^«ess  will  oonsider. 

I.     MtfMXDCHS  EXlbTUC  SBKIC 

It  is  vitally  iaymtaut  that  the  ^smoit  stock  of  asrittad  hni»im 
be  adequately  ilntarinwi.    Ihe  lewel  of  apBPatii%  natKUHfB  fbr  public  bauaiqg 
propoaad  by  the  iklaixListncian  is  clearly  InarlwinatK  and  ainild  be  ii^  leaauJ, 

n.   gar  naasES 

ThePB  rinild  be  no  rent  ineneaBes  fior  the  tlvee  anllifin  ^»^'»^^* 
livix«K  in  la^incoMe  hnmring.     Ihe  AKtainistration's  pcapoaal  to  require  tanonts 
to  pa/  their  entire  utility  bills  and  to  ooait  food  staais  as  inoone  could  litmOly 
double  cr  triple  the  rents  for  aany  houaehoIdB.     Since  rents  uouLd  gp  vf>  $3.00  fior 
evasy  $10.00  that  the  faaily  receives  in  food  stmpB,  it  is  the  poorest  tanonts, 
those  reoeivix^  aaxiaia  food  stmp  aUotaents,  ite>  vould  be  the  aost  severely 
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affected.  A  welfacre  faniily  in  Mississippi  or  Texas  living  en  an  AFDC  grant  of 
only  $100  a  month  would  have  its  rent  tripled.  Similarly,  tenants  living  in  cold 
cliiMtes  or  poorly  insulated  units  vxxild  find  it  ijqpossible  to  pay  high  utility 
bills  fron  their  meager  benefits.  We  must  not  forget  that  these  proposals  would 
affect  people  already  subsisting  at  the  poverty  level  and  confronting  diminishing 
benefits  in  other  federal  assistance  programs. 

III.  RESCISSION  OF  ADDITKMAL  SECTIOW  8  AWD  PUBLIC  HOUSDIS 

The  housing  that  is  now  in  the  pipeline  should  be  produced  as  rapidly 
as  possible.  The  proposal  to  rescind  funds  already  appropriated  and  thus  cancel 
hundreds  of  thousands  of  ocmnitments  for  new  or  substantially  rdwhilitated  units 
should  be  rejected.  In  the  face  of  an  already  critical  housing  8hartage9  this 
proposal  is  totally  unacceptable.  Since  an  estimated  500,000  units  of  low-income 
housing  are  lost  each  year  throu^  decay,  condominiun  conversions,  rental  increeises, 
and  other  causes,  the  failure  to  replace  them  with  any  new  units  will  only  worsen 
the  housing  crisis.  It  is  urgent,  therefore,  that  Congress  support  production 
and  rehabilitation  progreans  that  are  targeted  to  assist  low  income  people.  The 
private  martet  sijiply  cannot  supply  the  number  of  units  which  are  needed  by 
lew- income  people. 

IV.  SECnCN  8  RENT  SUBSIDIES 

Federal  rent  subsidies  in  "Section  8  existing"  program  would  be 
reduced  by  15-20%  under  the  proposed  ••voucher"  system.  This  proposal  should  be 
rejected,  for  even  under  the  present  system  based  on  fair  martcet  rents,  half  of 
all  households  receiving  Section  8  certificates  are  unable  to  find  units  within 
the  allotted  time  period.  Reducing  the  rent  subsidy  would  only  maJce  the 
situation  worse. 

V.  RURAL  HOUSING 

In  nany  zunal  areas  the  housing  crisis  is  at  least  as  severe,  if 
not  worse,  lian  in  urban  centers.  The  Adhninisti^tion's  proposal  to  cut  Fanners 
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2k  iB*dBE:  of  T2tae  ; 
falls  xvt  immri2r  ol  tSk  yry'e  lAc  tac  ^osr  ^gB^tf  i 


'  but  i»l!yg  is  7.^^^T<BL.'L  Ttgy^ir*  is  adddle  «id  iner  iaeai 

The  hi^Kr  «  perBCB's  i  ■  ■■■   tits  aare  likelj  ^Oct  be  sr  Ae  mil  hmKiB±  firaa 
tids  at^xddy,  and  tSie  hi#icr  tSie  aDiBidkf  is  likply  to  Ik.     It  is  < 
tiiese  «99a3dit2x<BS  ydll  oast  $^3  hilTinffi  is  Jisoal  'Sbht  IMl.    9a 
hoacf  its  03  to  peopHe  i&  tlie  tap  I9t  of  tbe 
tie  atffnrt  tbe  posls  for  ] 

ifckli  ajst  be  sli^  imiii'  tira^^  pti>11r  policr.    Ibe  pecple  «Ac  cac  liiMt  aCCard 
housing  mjmt  vcft  be  taafsirly  singTifwrt  out  in  tbe  redoetiflBS  in  SedHPsl  ] 


Me  weOaoK  *Sk  Houbuib  and  GcHUiity  niBiilnirt  ^aftHfii  oT  Utt," 
ILfL  S731«  luiglslaliflp  introduoed  b|r  Omii—n  Qntaalm.     Ite  mild  i 

ttet  tte  Iswel  ot  JtCM-inaamt  ynmit%  Miiitiiig  be  i imwI      Ttm  : 

ps^oductLoD  prQ0:«n«  in  psTtioils*.  ibauld  require  aore  aubsidisad  wdts  far 
IfiMor  inoone  faouaehDlds. 

Ai  we  ham  atatad  in  other  Orwp^faiifiial  fonas*  tba  Gfethblic  Church,  tiHn 
it  antars  tte  arsia  of  pidOic  debate,  is  not  neutral.     It  antera  vith  «  aovtliclt 
and  aanacioM  adwooacy  on  behalf  of  the  pocr.     In  the  tug  and  pull  of  the  polirlnal 
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pa:xx:es8  poor  people  are  not  likely  to  win  out.  Ihey  do  not  have  nuch  power  and 
they  are  without  powerful  political  allies  and  lobbying  networks.  They  do  not 
contribute  much  to  election  canpaigns,  and  they  do  not  vote  as  much  as  the  rest 
of  the  population. 

As  a  result,  particularly  in  the  budget  squeeze,  the  poor  have  been  the 
worst  victims.  In  examining  the  effects  of  last  year's  budget  cuts  and  the  cuts 
proposed  for  Fiscal  Year  1983,  we  have  recalled  the  words  of  Pope  John  Paul  II  in 
a  speech  he  gave  last  year.  He  said:  "Ihe  present  eoonomic  difficulties  .  .  . 
must  not  beooTOB  a  pretext  for  giving  in  to  the  tenptation  to  make  the  poor  pay 
for  the  solutions  to  the  problems  of  the  ridi.  ..." 

As  a  nation  we  already  appear  to  be  giying  in  to  tiat  tenptaticn.  The 
cuts  enacted  last  year  and  the  even  deeper  cuts  proposed  this  year  for  Fiscal 
Year  1983,  stand  in  staric  ocnti^ist  to  the  massive  tax  breaks  for  wealthy  indi- 
vicbials  and  corparations.  To  cut  taxes  for  ths  wealthy  and  increase  military 
spending  to  unprecedented  levels  i^iile  at  the  same  time  punishing  the  poor  with 
cuts  in  housing  and  other  human  needs  programs,  is  unfcdr  and  unwise.  It  is 
oontraiy  to  the  basic  human  ri^ts  of  the  poor. 

The  nation's  current  eoonomic  and  budgetazy  problems  are  obviously  very 
serious.  But  these  problems  can  and  must  be  solved  without  punishing  the  poor* 
without  violating  their  ri^ts  to  basic  necessities.  In  the  Christian  tradition, 
how  we  treat  the  poor  is  seen  as  a  measure  of  our  religious  faith.  I  believe  it 
is  also  a  measure  of  our  health  as  a  nation  and  our  wisdcxn  as  a  people.  In  housing 
policy  in  particular  we  face  problems  vAiich  will  require  difficult  choices. 

In  closing,  I  wish  to  ennphasize  that  the  debate  over  housing  pccgrams, 
as  well  as  the  larger  debate  over  the  federcd  budget,  is  not  simply  a  debate 
about  numbers  and  dollars  and  programs.  It  is  about  himan  beings  —  children, 
I>arents,  the  elderly  —  their  joys  and  sorrows,  their  successes  and  failures, 
their  hopes  and  dreams.  It  is  about  American  families  —  about  whether  or  not 
they  will  have  enou^  food  on  the  table,  enough  income  to  support  them,  a  roof 
over  their  heads.  It  is,  in  short,  a  debate  about  human  dignity. 
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Ms.  Oakar.  Thank  you  very  much.  Bishop,  for  your  superb, 

Sointed  testimony.  You  certainly  made  it  very  real  and  human.  We 
eal  so  much  with  numbers  here  that  sometimes  we  foijset  the 
flesh  and  blood  of  what  all  these  numbers  are  about.  I  thmk  you 
certainlv  placed  the  issue  on  not  only  a  practical  level  but  a  moral 
level,  which  is  what  we  should  be  thinking  of. 

I  would  like  to  ask  my  colleague.  Bill  Stanton,  if  he  has  questions 
for  the  bishop  since  the  bishop  has  to  leave,  if  the  other  panelists 
do  not  mind. 

Mr.  Stanton.  Thank  you  very  much,  Mary  Rose,  and  I  too  join 
in  thanking  you,  Bishop,  for  vour  statement.  I  think  that  probablv 
I  should  repeat  something  tnat  you  well  know.  This  committees 
basic  responsibility,  as  an  authorizing  committee,  is  to  come  up 
with  recommendations  to  our  colleagues  on  the  type  of  housing  and 
the  number  of  units  of  new  and  existing  rehabilitation  should  be  in 
the  budget. 

To  carry  out  these  recommendations  requires  appropriations.  We 
have  no  power  over  the  amount  of  moneys  that  are  put  into  this 
program  or  that.  Our  colleagues  on  the  Appropriations  Committee 
can  really  overcome  almost  an3rthing  that  we  as  individuals  do 
here  on  the  committee.  They,  in  coi\junction  with  the  other  body, 
the  Senate,  finally  dictate  the  program. 

But  it  is  obvious  to  anyone  that  there  is  a  change  in  direction's. 
We  have  never,  since  the  great  days  of  Lyndon  Johnson,  had  the 
amount  of  money  needed  to  supply  the  number  of  programs  that 
we  have  authorized.  But  there  are  some  real  hard  questions  coming 
up.  On  the  one  hand,  the  administration  wants  virtually  no  new 
housing  whatsoever— that  is  the  bottom  line — while  I  do  not  think 
they  will  get  that,  what  the  chairman  would  want,  on  the  other 
hand,  we  cannot  afford. 

If  there  is  a  choice,  though,  and  we  are  cutting  back,  over  the 
years  this  committee  has  tried  to  balance  between  the  low-income 
people  you  are  talking  about,  sleeping  without  a  home,  and  the 
moderate  income  we  get  into  questions  concerning  the  need  to  mix 
the  low  with  the  moderate  or  else  we  get  ghettos  and  the  social 
problems  that  exist  compound. 

So  we  think  we  have  been  right  in  trying  to  balance  this.  We 
have  created  some  animosities,  especially  in  little  communities 
that  did  not  want  this  subsidized  housing,  but  we  have  stuck  by  our 
guns.  But  now,  when  the  money  gets  tiffht,  would  you  agree  that 
whatever  money  you  do  get  allocated,  u  it  becomes  a  question  of 
priorities,  should  go  to  the  poorest  of  the  poor? 

I  think  I  know  your  answer  on  that,  but  follow  my  thinking;  if 
the  money  is  cut  back  and  we  are  forced  to  do  it,  then  we  may 
have  to  realine  our  particular  moral  philosophy  in  some  of  our  pro- 
grams as  we  have  come  to  understand  them  and  have  supported 
them. 

Bishop  Lyke.  Well,  again  I  would  repeat  that  the  bottom  line 
statement  that  I  make  is  the  question  of  the  dignity  of  the  human 
person  and  I  believe  in  the  basic  good  will  of  the  American  people. 

I  believe  that  we  as  American  people  do  not  want  to  see  tne  dig- 
nity of  anyone  degraded  and  I  am  persuaded,  at  least  speaking  for 
my  own  religious  tradition  and  from  what  we  are  doing  in  Cleve- 
land, that  our  people,  once  they  understand  the  essence  of  the 
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the  dilemma,  will  respond  accordliig  to 
r  human  dignity  requires  it 
rosity  of  our  people,  I  thinks  will  be 
consciousness,  of  will  and  inteiiL  I  belmr 
d  the  Federal  Government  know  tim^ 
N.  Fine.  Thank  you  very  mucfa. 
Thank  you,  BilL 

juld  like  to  refer  to  page  6  of  your 
^  that  the  voluntary  sector  cannot 
necessary  Government 

acrease  their  efforts  and  other 

leir  efTorta,  nonetheless  it  k  no  fippfiruif  Mr  • 


hat  is  very,  very  important  to 
lich  is  in  the  inner  city  and  hai 
nd  for  the  multiplicity  of  needi  llf  Ifat 
community  but   from   the   dicicciP    it 
j  much  what  religion  the>* 
.  needs. 

>  a  difficult  substitute  for  a  pinciiMi  Ton 
as  a  mirror  for  what  is 
go  to  various  neighborhood 
our  reading  of  the  frustrmtioii  ImH  «f 
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■  expect  more  increase  in  vofu 
gt  think  if  you  could  elaborate 
it  would  be  very  important. 
f|hop  LvKE.  I  would  be  very  happy  K>.  I 
experiencing  a  growing  frygtraCJoiL 
be  matched  by  the  frufltrataon  rf 
suffering.  Our  suJSerinc  ^  ^^T^V  ^ 
and  respond  to  the  e&m^MStA     " 
ou  know,  in  Cleveland,  with 
y,  we  have  made  an  effort  to 
1  as  Catholic  charities  in  Cliii 
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One  of  the  frustrations  of  those  who  live  in  public  housing,  along 
with  the  long  waiting  list  that  we  have  for  people  who  have  the 
need  for  public  housing— and  you  certainly  point  that  out  with 
ver^  important  statistics— is  that  we  see  all  this  boarded-up  hous- 
ing because  it  just  cannot  be  maintained  without  various  operating 
and  modernization  monies. 

We  have  been  criticized— and  Bill  can  attest  to  that— that  sec- 
tion 8  is  a  very  expensive  program  and  that  sometimes  developers 
benefit  fi*om  it  in  a  big  way,  but  it  is  beautiful  housing  stock  when- 
ever we  have  that.  But,  when  you  are  able  to  get  a  grant  for  per- 
haps 100  imits  and  you  have  500  people  clamoring  for  the  same 
numbers  of  imits  and  waiting  lists  galore. 

I  am  wondering  if  you  could  comment  on  whether  or  not  we 
might  use  existing  money  in  certain  communities  more  pliably  if 
we  were  able  to  modernize  the  hundreds  of  boarded  up  imits  as  op- 
posed to  building  perhaps  100  or  200  imits  with  the  money  that  is 
E'ven.  I  do  not  mean  to  suggest  that  section  8  is  not  important— I 
ippen  to  believe  in  the  program — ^but  I  am  just  wondering  if  yoa 
womd  like  to  comment  on  that. 

Of  course,  your  personal  experience  was  so  important  to  this 
Committee  also. 

Bishop  Lykb.  Yes.  I  would  say  that  when  possible  it  is  better  to 
rehabilitate  housing,  which  you  are  referring  to  as  the  boarded  up 
housinj^,  simply  becieiuse  there  is  an  atmosphere  of  di^ty  to  that 
kind  of  housing  as  opposed  to  Government  housing  projects. 

However,  I  would  hasten  to  add  that  I  doubt  whether  that  would 
meet  the  crying  needs  of  the  people  right  now  and  certainly  I 
would  be  bent  on  keeping  the  housing  that  we  have  maintained  be- 
cause you  simply  do  not  have  enough  boarded  up  houses  to  reha- 
bilitate to  satii^  the  need. 

Ms.  Oakar.  Speaking  of  the  public  housing  imits  that  are 
boarded  up  specifically,  there  are  certainly  a  lot  of  homes  in  great- 
er Cleveland  that  are  also  in  need  of  rehabilitation. 

Bishop  Lykb.  As  you  probably  know,  that  is  what  I  thought  of 
because  we  have  a  lot  of  boarded  up  housing  in  Cleveland,  but 
again,  my  bent  would  be,  given  the  critical  need  and  the  increasing 
numbers  of  people  who  need  housing  now,  I  would  tend  to  say  we 
should  work  and  do  something  about  the  boarded  up  public  housing 
that  you  are  referring  to  while  simultaneously  supporting  the 
other  kinds  of  programs. 

As  you  know,  we  have  Formicoe  in  Cleveland  that  is  a  great  kind 
of  program.  I  think  the  proper  studies  would  be  helpful  to  tell  us 
how  we  could  handle  both  of  those  situations.  Of  course,  I  would 
hope  that  you  would  continue  the  excellent  work  that  you  are 
known  for  in  the  Cleveland  area. 

Ms.  Oakar.  Bishop,  I  know  the  chairman  would  be  very  happy  to 
thank  you  for— your  endorsement  of  his  legislation,  whicn  you 
mention  on  page  10. 

I  have  one  more  area  I  would  like  to  touch  upon.  One  of  the 
things  that  we  have  been  thinking  of  in  our  travels  and  in  visits  to 
our  communities  is  that  a  lot  of  older  Americans  who  have  their 
homes— perhaps  their  families  have  moved — or  grown  up  do  not 
necessarily  want  to  go  into  public  housing.  They  would  like  to  sti^ 
at  home  but  th^y  cannot  afford  the  utility  bills,  and  so  fortti;  and 
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their  homes  are  getting  too  large  for  them  to  maintain  individual- 
ly. 

We  have  been  thinking  of  a  concept  called  shared  housing  where- 
by the  Government  would  provide — and  I  have  introduced  some 
legislation  to  possibly  amend  the  act,  that  the  chairman  has  intro- 
duced— to  include  that,  whereby  you  would  permit  individuals  who 
qualify  for  subsidized  housing  to  share  with  another  individual  who 
might  have  given  up  his  or  her  home,  to  share  their  home  and 
maintain  it  at  the  same  time  and  have,  perhaps,  the  familiar  at- 
mosphere of  a  home  by  sharing.  Everyone  maintains  a  certain  dig- 
nity by  being  part  of,  in  a  sense,  a  family  situation. 

I  am  wondering  if  in  your  studies  you  have  encountered  any  pro- 
gram like  that  and  if  you  will  comment  on  that  kind  of  concept 
being  added  to  the  tracUtional  types  of  subsidized  housing  that  you 
mention  in  your  testimony. 

Bishop  Lyke.  Quite  frankly,  Congresswoman,  I  have  not  come 
across  any  studies  in  that  regard.  I  can  only  say,  however,  in  sup- 
port of  your  idea  that  in  many  of  our  parishes  we  are  more  and 
more  getting  our  younger  people  to  have  a  kind  of  godson/god- 
daughter care  for  the  elderly  in  the  parish.  This  has  brought  a  re- 
markable sense  of  life  to  elderly  and  a  remarkable  sense  of  love 
from  the  younger  people. 

I  think  that  kind  of  human  relationship  would  be  the  foundation 
upon  which  an  idea  like  yours  could  be  built.  I  am  thinking  out 
loud  now,  but  I  see  great  hope  in  something  like  that. 

Ms.  Oakar.  Thank  you  very  much.  Bishop.  We  want  to  wish  you 
continued  success  and  we  thank  the  U.S.  Conference,  the  entire 
Conference,  for  having  you  here  to  testify.  We  consider  it  very  val- 
uable. 

Bishop  Lyke.  Thank  you.  I  am  deeply  appreciative  of  all  of  you. 

Ms.  Oakar.  Our  next  witness  is  Dr.  Wendell  Belew,  who  is  the 
director  of  mission  ministries  of  the  home  mission  board  of  the 
Southern  Baptist  Convention. 

I  think  it  is  interesting  to  note  the  cross-section  of  religious  affili- 
ated groups  that  we  have  represented  here  today.  It  is  very  impor- 
tant. 

Before  I  ask  you  to  testify,  if  you  will  forgive  me.  Doctor,  the 
Chair  would  like  to  note  in  the  audience — if  you  will  forgive  my 
personal  involvement  here — her  former  professor  of  logic  and  phi- 
losophy, who  was  the  head  of  the  Sociology  Department  at  Ursu- 
line  College,  a  very  fine  institution,  who  even  very  generously  al- 
lowed me  to  graduate.  She  is  Sister  Miriam,  who  was  a  social 
worker  before  she  entered  the  religious  life  and  has  educated  many 
social  workers  in  the  Cleveland  area  and  those  of  us  who  are  not 
social  workers  as  well. 

Sister,  we  are  really  delighted  to  have  you  here. 

Sister  Miriam.  Thank  you. 

Mr.  Stanton.  Would  you  yield? 

Ms.  Oakar.  I  would  be  happy  to  yield. 

Mr.  Stanton.  I  certainly  want  to  join  Mary  Rose  in  welcoming 
Sister  Miriam  here.  Her  work  was  brought  to  my  attention  first  by 
a  girl  fix)m  my  hometown,  who  I  went  through  grade  school  with, 
Ssdly  Lampier. 
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Second,  while  Sister  Miriam  has  been  around  taking  care  of  the 
social  needs  and  teaching  at  the  Ursulines,  my  aunt  has  been 
taking  care  of  the  nuns  of  the  Ursulines,  Sister  Dolorita. 

Sister  Miriam.  Yes,  we  are  buddies. 

Mr.  Stanton.  Tell  her  I  said  hello  and  don't  you  get  up  here  and 
want  something,  because  you  would  get  it  in  a  minute,  so  please 
stay  out  there  where  you  are. 

Thank  you. 

Sister  Miriam.  Thank  you. 

Ms.  Oakar.  Thank  you  very  much.  You  know,  whenever  those  of 
us  who  were  educated  by  the  sisters  do  anything  wrong,  we  just 
blame  it  on  the  Ursulines. 

Doctor,  thank  you  very  much  for  your  patience  and  we  are  de- 
lighted to  have  you  here.  You  may  proceed  in  whatever  manner  is 
most  comfortable  for  you.  We  would  be  happy  to  submit  your 
entire  testimony  for  the  record  if  you  would  like,  or  you  may  sum- 
marize it. 

STATEMENT  OF  DR.  M.  WENDELL  BELEW,  DIRECTOR  OF  MISSION 
MINISTRIES,  THE  HOME  MISSION  BOARD,  THE  SOUTHERN  BAP- 
TIST CONVENTION 

Dr.  Belew.  Thank  you.  I  do  have  an  attachment  for  the  record,  a 
report  of  Robert  L.  Moore,  Director  of  the  D.C.  Department  of 
Housing,  entitled  "Safety  Net— With  No  Way  Out." 

Southern  Baptists  are  a  very  diverse  group.  Ours  is  a  member- 
ship made  up  of  80  different  racial  and  ethnic  groups.  There  are 
approximately  36,000  churches  affiliated  with  the  Southern  Baptist 
Convention.  The  constituency  numbers  approximately  13,600,000. 
These  are  in  all  of  the  State  and  major  communities  of  the  United 
States. 

I  do  not  presume  to  speak  for  all  of  the  membership  of  our 
churches  but  I  do  bear  a  special  responsibility  as  the  director  of 
missions  ministries  on  behalf  of  Southern  Baptists. 

Our  constituency  is  very  heavily  involved  in  many  programs  of 
ministry,  we  are  concerned  about  how  people  live  and  whether  or 
not  they  have  adequate  food,  clothing,  and  housing.  It  is  to  the 
latter  point  that  I  wish  to  address  this  body,  to  express  a  deep  con- 
cern about  what  I  think  is  happening  in  our  land  today. 

Southern  Baptists  are  strong  proponents  of  the  separation  of 
church  and  State.  Yet  we  are  churches  within  the  State  and  be- 
lieve that  a  partnership  of  mutual  support,  especially  in  the  area  of 
housing,  can  be  accomplished.  Each  entity— church  or  State — pro- 
vides resources  which  the  other  cannot.  The  project  is  funded,  or 
low-interest  rates  provided,  by  the  State.  The  church  can  contrib- 
ute a  spiritual  and  moral  example  for  the  building  of  families  and 
community. 

For  nearly  half  a  century  our  Nation's  government  has  been  in- 
volved in  producing  low-income  housing.  In  Atlanta,  Ga.  where  the 
Home  Mission  Board  is  located,  the  first  low-income  housing  proj- 
ect, the  Techwood  Development,  was  completed  in  1935.  This  proj- 
ect has  had  a  remarkable  effect  upon  its  community.  Some  c^  ite 
former  residents  have  become  leaders  in  our  city  and  churches. 
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It  has  had  strong  involvement  with  the  Tabernacle  Baptist 
Church,  which  is  located  nearby,  and  the  Baptist  Home  Mission 
Board  helps  to  support  a  mission  center  in  the  Techwood  communi- 
ty. Through  these  nearly  50  years,  this  project  has  been  a  S3rmbol 
of  what  good  government  could  do  for  those  who  did  not  have  the 
best  opportunities  for  housing. 

Although  funds  for  renovation  are  being  drastically  reduced,  the 
local  housing  authority  was  able  to  utilize  existing  funds  to  begin 
the  renovation  of  this  project.  Again  it  will  be  a  residence  for  those 
who  will  become  leaders  of  our  city  and  the  other  cities  of  the 
world — a  good  example  of  what  public  housing  can  do. 

Tragically,  however,  after  nearly  half  a  century  of  good  experi- 
ence in  providing  for  low-income  persons,  elderly  poor  persons,  and 
in  providing  low-income  persons  with  assistance  in  the  purchase  of 
properties  and  in  many  other  areas,  this  most  humane  program  of 
public  assistance  is  being  destroyed.  Recommendations  for  fiscal 
year  1983  housing  assistance  would  indicate  that  our  Government 
"of  the  people  and  by  the  people"  is  not  especially  for  low-income 
people,  who  are  tragically  in  need  of  housing. 

Can  it  be  possible  that  our  Nation  will  devise  techniques  and 
funding  for  a  military  establishment  capable  of  maiming  or  killing 
half  the  people  of  the  world  but  remain  incapable  of  maintaining 
adequate  housing  in  our  Nation?  The  proposed  1983  budget  pro- 
vides $32  billion  less  than  the  amount  needed  to  maintain  Federal 
housing  programs  at  their  existing  levels. 

Thirty-seven  percent,  or  $23  billion,  of  this  cut  comes  from  low- 
income  housing  programing,  the  largest  cut  proposed  for  any  activi- 
ty of  the  Federal  Government  in  1983.  In  future  years  it  is  project- 
ed there  will  be  consideration  of  a  recision  of  appropriations  for 
new  and  rehabilitated  assisted  housing  units.  There  is  an  effort, 
really,  to  get  rid  of  many  existing  subsidized  units  and  to  raise 
rents  to  the  point  where  federally  subsidized  low-income  housing 
may  cost  more  than  unsubsidized  housing. 

Southern  Baptist  churches,  and  those  of  many  other  denomina- 
tions, have  been  involved  in  the  building  of  low-income  housing  for 
the  elderlv.  Recently  I  visited  such  a  complex  that  had  been  made 
possible  through  202  funds  provided  by  the  Housing  Administra- 
tion. As  I  conversed  with  some  of  the  residents  of  this  complex,  I 
was  thankful  for  a  government  that  had  cared  enough  and  for 
churches  who  had  been  willing  to  expend  their  energies  and  exper- 
tise to  join  in  the  production  of  a  facility  which  brought  such  hap- 
piness to  the  lives  of  people. 

I  recall  the  days  when  we  took  care  of  our  poor  in  what  we  called 
county  farms  or  poorhouses.  Many  of  our  neighbors  dreaded  the 
possible  thought  of  spending  their  latter  years  in  a  poorhouse  with 
every  vestige  of  pride  destroyed,  waiting  patiently  to  die.  But  the 
residents  of  this  complex  which  I  was  privileged  to  visit,  were 
happy,  their  dignity  preserved,  and  living  in  attractive  surround- 
ings. 

Our  churches,  synagogues  and  religious  institutions,  in  coopera- 
tion with  a  beneficent  government,  have  been  able  to  provide  a 
new  kind  of  dignity  for  low-income  persons.  The  poor  have  not,  in 
these  instances,  been  depreciated  because  they  were  poor.  They 
have  been  paying  part  of  their  way. 
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But,  then,  this  may  be  the  final  chapter  for  such  communities  as 
this,  for  it  is  projected  that  such  new  units  will  not  be  built  again 
on  a  scale  adequate  to  accommodate  the  needs.  Hundreds  of  low- 
income  units  already  approved  for  subsidy  will  never  be  built  or  re- 
habilitated because  the  subsidy  commitments  will  be  withdrawn. 

Hundreds  of  thousands  of  commitments  for  new  rehabilitated 
housing  units  already  approved  under  the  section  8  and  public 
housing  programs  face  cancellation.  Some  300,000  of  the  700,000 
units  which  are  in  the  process  of  being  developed  will  be  lost.  This 
loss  comes  at  a  time  when  affordable  rented  housing;  units  are 
shrinking  rapidly  and  when  one-fifth  of  all  construction  workers 
are  unemployed. 

In  most  cities  there  are  long  waiting  lists  of  those  who  are  seek- 
ing to  enter  low-income  housing  projects  of  various  categories. 
There  are  as  many  as  5,000  on  the  waiting  list  in  Atlanta. 

An  official  with  the  Birmingham  Housing  Authority  told  me  re- 
cently of  their  opening  of  a  new  project  of  approximately  200  units. 
After  they  had  advertised  the  opening  of  these  units  and  the  day 
for  accepting  applicants  there  was  a  line  3  blocks  long  that  contin- 
ued for  3  days  seeking  to  become  certified  for  living  in  that  particu- 
lar project.  We  have  heard  of  instances  where  there  were  people 
who  waited  from  10  to  15  years  in  order  to  get  into  low-income 
housing  projects. 

Perhaps  among  the  most  effective  of  the  federally  funded  pro- 
grams have  been  the  self-help  programs.  These  projcK^  have  been 
of  as  great  benefit  to  the  American  Indians  as  perhaps  any  pro- 

Sams  that  have  been  offered.  The  American  Indian's  income  is  the 
ivest  in  our  Nation.  But  at  last  there  appeared  signs  that  some- 
one cared.  Navajos,  Pueblos,  Sandia,  Jicarilla  Apaches,  the  Navigos 
of  Canyoncito,  and  many  other  tribes  became  apprised  of  a  self- 
help  program  wherein  Grovemment  funds  were  provided  for  a  site 
and  materials  and  the  Indian  family  could  erect  a  house. 

Church  members  from  some  of  our  500  Southern  Baptist  Ameri- 
can Indian  churches  helped  to  facilitate  the  building  of  some  of 
these  Government-funded  self-help  houses.  But  if  the  proposed 
funding  of  houses  for  Indians  is  not  encurted  there  will  be  no  more 
help  for  Indians.  It  would  appear  that  the  old  cowboy  and  Indian 
game  is  bein^  reenacted,  and  that  the  Indian  loses  once  more. 

Dr.  Sam  Simpson  is  a  Southern  Baptist  pastor  who  works  in  the 
South  Bronx.  Two  recent  Presidents  have  visited  in  that  area  and 
have  noted  the  devastation  that  has  been  wrought  there  by  housing 
that  has  been  destroyed  or  has  become  uninhabitable.  Dr.  Simpson 
and  other  pastors  of  the  area  have  set  about  to  form  an  organiza- 
tion to  rehabilitate  the  area.  These  are  the  Bronx  Shepherds,  an 
interdenominational  organization  of  religious  leaders  in  the  Bronx. 

During  the  past  year,  five  work  teams  fi*om  Southern  Baptist 
Churches  in  the  south  have  gone  to  New  York  City  and  helped  the 
Shepherds  rebuild  and  refurbish  135  apartments  in  5  building»— 
and,  I  might  add,  at  an  average  cost  or  $5,000  an  apartment,  llie 
apartments  will  eventually  be  sold  to  the  tenants. 

These  work  teams  are  volunteer  skilled  laborers — electricians, 
plumbers,  contractors — who  have  been  willing  to  give  their  vaca- 
tion time  or  have  taken  personal  leave  in  order  to  go  to  this  devas- 
tated area  and  express  love  the  best  way  they  know  how.  Obvious- 


Digitized  by 


Google 


1651 


ly,  they  have  made  a  considerable  impact  with  the  refurbishing  of 
135  apartments. 

With  cutbacks  in  Federal  funds  which  have  been  available  for 
housing  renovation — and  this  has  been  the  source  of  the  funds — no 
new  work  can  be  done  in  the  years  ahead. 

Mr.  Bob  Davis,  who  is  a  deputy  housing  commissioner  for  the 
city  of  New  York,  said  that  his  department  manages  more  than 
35,000  apartments  which  the  city  has  taken  over  from  owners  who 
have  not  paid  their  taxes  and  14,000  of  these  are  now  in  various 
stages  of  ownership  assumption  by  about  25  different  community 
housing  and  tenant  organizations,  such  as  the  Shepherds.  These 
people,  Davis  sajrs,  are  the  wave  of  the  future.  They  are  a  rare  and 
unique  group  of  people. 

And  yet,  as  willing  as  these  volunteers  may  be  to  assist  their 
fellow  man  and  to  recognize  their  neighbor,  it  is  not  possible  for 
them  or  the  thousands  of  others  like  them  to  do  all  of  the  job  by 
themselves. 

Certainly  it  is  important  that  churches  and  benevolent  organiza- 
tions do  the  best  they  can  to  assist  in  as  many  ways  as  possible  to 
correct  the  horrifying  housing  shortages  for  the  poor  and  especially 
for  the  elderly,  but  it  is  not  possible  for  them  to  do  that  alone. 

Not  only  is  this  not  possible,  it  is  not  just  that  a  Government 
which  is  supported  by  these  people  becomes  so  calloused  and  obliv- 
ious to  the  hurts  of  their  own  land  that  it  refuses  to  even  become  a 
partner  with  those  who  would  seek  to  make  an  effort  to  provide 
adequate  housing  for  the  needy. 

Another  disastrous  implication  of  proposed  legislation  on  hous- 
ing, or  perhaps  nonsupport  legislation,  will  affect  rents  in  the 
lower  income  housing  arenas.  Possibly  as  many  as  3  million  fami- 
lies will  see  their  rent  increased  at  a  time  when  unemplo3mient  is 
at  its  highest  and  inflation  eats  away  at  the  basic  meager  incomes 
of  so  many. 

The  administration  is  proposing  legislation  to  require  tenants  to 
pay  their  utility  bills  and  to  count  food  stamps  as  income.  In  every 
instance  this  would  vastly  increase  the  rent,  not  leaving  any  funds 
for  basic  necessities. 

To  suggest  that  the  private  sector  is  going  to  step  in  now  and 
meet  the  needs  that  have  been  previously  met  by  the  Government 
is  certainly  far  from  realistic.  The  private  sector  is  not  especialy 
interested  in  low-income  housing.  We  cannot  expect  a  trickle-down 
effect  from  those  who  are  builders — what  few  of  them  are  able  still 
to  build. 

The  most  lucrative  investments  in  housing  come  in  the  area  of 
condominiums  and  upper  income  housing.  As  many  apartment 
complexes  are  converted  into  condominiums,  those  who  are  occu- 
pants are  forced  to  leave.  Even  in  low-  and  middle-income  groups, 
escalation  of  rents  is  forcing  them  out  of  the  kind  of  housing  which 
they  have  comfortably  enjoyed  into  kinds  of  housing  that  are  total- 
ly inadequate.  Widows  on  fixed  incomes,  though  above  the  poverty 
level,  are  unable  in  many  places  in  the  United  States  to  find  ade- 
quate housing  in  the  private  sector. 

Mildred  McWhorter,  director  of  our  mission  work  in  Houston, 
Tex.,  informs  me  of  the  plight  of  a  Spanish-American  mother  and 
five  children.  The  children  are  from  the  ages  of  6  to  13.  The  hus- 
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band  deserted  some  6  years  ago  and  the  mother  has  worked  as  best 
she  could  Find  work  in  two  part-tune  jobs.  She  does  not  speak  Eng- 
lish well.  She  cannot  get  a  job.  She  has  asked  for  Federcd  help  for 
house  rent  and  utilities,  but  this  is  not  available. 

There  is  no  aid  available  in  the  county  or  State.  She  is  receiving 
nid  through  our  Baptist  mission  center,  but  this  aid  cannot  contin- 
ue long  because  there  are  hundreds  more  in  situations  such  as  she. 

In  the  same  city,  a  grandmother  with  four  small  children  taken 
in  from  negligent  alcoholic  parents  is  in  desperation.  She  and  the 
childnm  exist  in  vacant  buildings  or  a  temporary  shelter.  She 
walks  many  blocks  to  our  mission  center  simply  to  earn  food  and 
clothing  for  the  children.  How  many  more  are  there  such  as  this? 
ir  ihv  supply  side'*  economy  is  going  to  work,  it  should  bjKin 
working  noon  in  one  of  America's  wealthiest  cities,  Houston,  Tex. 

One  of  our  workers  in  New  Mexico  has  told  me  of  the  very  suo- 
cpssful  project  developed  in  Las  Cruces.  Del  Cerro  is  a  housing  de- 
volopniont  in  which  HUD  provided  a  low  interest  loan  for  low- 
Incoino  oorsons  to  purchase  units.  This  splendid  development  has 
providcHl  a  unique  opportunity  for  Hispanics  who  live  in  the  area. 

That  those  citizens  of  our  Nation  have  been  able  to  find  a  Bood 
placr  to  live  and  be  able  to  feel  the  pride  of  ownership  is  reauy  a 
nari  of  what  has  been  the  great  American  dream.  They  have  not 
\mm  given  much,  just  a  low  interest  loan.  They  are  paying  for 
thoir  nouHOH.  Rut  is  the  dream  now  ended?  With  the  proposed  new 
fodoralism  it  may  well  be. 

Thn  proposed  legislation  will  reduce  the  number  of  low-income 
hotising  units  and  reduce  the  number  of  projects  that  had  been  ap- 
prov(«d  and  could  be  approved  for  renovation.  This  makes  rentals 
rlinib  U)  the  point  where  they  are  no  longer  affordable  even  by 
those  who  are  not  already  poor. 

Housing  has  been  curtailed  at  a  time  when  the  need  for  housing 
is  at  its  most  critical  point  perhaps  in  25  years.  An  added  crunch 
Tor  housing  is  coming  because  our  population  is  getting  older  and 
many  individuals  are  retiring  from  the  work  force  on  limited  fixed, 
or  iierhaps  shakily  fixed,  incomes. 

With  social  security,  medicaid,  and  medicare  benefits  threatened, 
many  of  these  who  are  retiring  cannot  afford  to  live  in  their  prere- 
tirement housinff.  Where  do  they  go?  A  middle-income  widow  I 
know  has  moved  three  times  recently  because  her  rent  has  been 
radically  increased.  She  is  pathetically  hurt  and  frightened. 

A  recent  study  by  economist  Shirley  Ryan  indicates  that  the 
rapid  growth  of  America's  older  generation  is  posing  major  prob- 
lems for  both  Government  and  business  policymakers.  Trie  studv 
shows  that  the  number  of  people  60  and  over  is  increasing  consid- 
erably faster  than  the  rest  of  the  population,  up  16  percent  from  12 
percent  in  1950.  It  is  estimated  by  the  year  2000,  24  percent  of  the 
population  will  be  60  and  over. 

IS  it  not  incredible,  then,  that  in  light  of  this  rapidly  increasing 
elderly  population  we  have  no  ability  or  perhaps  no  concern  to  pro- 
vide them  with  adequate  shelter?  Many  of  these  are  living  alone. 
Their  families  are  gone  and  there  is  no  one  really  to  care. 

The  churches  and  synagogues  will  try  to  help,  but  their  miyor  fi- 
nancial responsibility  is  not  housing.  It  had  been  our  thought  that 
as  persons  of  good  will  became  involved  in  Government  they  would 
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be  able  to  enunciate  the  principles  that  have  so  long  been  a  part  of 
our  caring  Nation. 

Is  it  not  incredible  that  acres  of  housing  which  could  well  change 
the  whole  nature  of  the  community,  State,  and  Nation  can  be  sup- 
planted by  one  aircraft  carrier?  Is  it  not  incredible  that  as  we  seek 
to  gain  superiority  or  equality  with  Russia  in  military  strength  we 
also  gain  equality  with  them  in  housing  and  are  forced  to  pile  our 
impoverished  multitudes  in  small  rooms  with  inadequate  heating 
or  other  inconveniences? 

If  there  are  those  who  believe  that  federally  funded  housing  has 
been  misused  and  that  many  projects  have  not  been  well  managed, 
they  would  be  correct.  There  have  been  projects  that  have  been 
misplaced  and  allowed  to  deteriorate,  but  this  is  not  the  majority  of 
the  housing  projects.  This  cause  has  often  been  that  the  projects 
did  not  have  adequate  funds  for  repair.  The  proposed  fiscal  year 
1983  budget  would  decrease  the  funds  for  repair  even  further. 

I  would  encourage  you  to  look  afresh  at  the  priorities  of  this 
budget  to  ascertain  what  is  best  for  our  land,  to  see  these  expendi- 
tures not  just  in  terms  of  dollars  and  cents  but  rather  in  terms  of 
people  cringing  in  the  shadows  of  vacant  houses,  hunting  for  a 
place  of  warmth,  seeking  to  gather  their  children  about  them,  but 
with  no  place  to  lay  their  heads. 

I  would  encourage  you  to  remember  the  priorities  of  our  land 
that  has  given  to  us  leadership  from  poverty.  Presidents  from  log 
cabins,  and  which  has  helped  us  to  know  that  any  home  can  be  a 
castle. 

Lewis  Harris  Spence,  the  court-appointed  receiver  of  the  Boston 
Housing  Authority,  has  said: 

I  propose  that  if  we  allow  the  apparent  current  trends  to  advance  unabated,  the 
consequences  for  our  poor  and  for  the  life  of  our  community  more  generally  will  be 
horrific.  The  simple  arithmetic  of  housing  availability  will  increasingly  confine  the 
poor  to  smaller  and  smaller  enclaves  in  ever  more  squalid  conditions,  at  ever  more 
unbearable  costs.  When  this  occurs,  today's  phrase  "social  tension  and  discrimina- 
tion" will  mock  the  enormity  of  conflict  between  races  and  classes  that  will  ensue. 

Mr.  Spence  was  well  aware  of  what  is  happening  in  Boston.  By 
the  spring  of  1981  over  400  rental  units  in  Boston  had  been  con- 
verted to  condominiums.  That  form  of  ownership  is  more  heavily 
subsidized  through  tax  deductions  than  rental  housing.  In  Boston 
the  current  rental  vacancy  is  2  percent.  Less  than  5  percent  is  con- 
sidered extremely  tight. 

In  1981  the  typical  cost  to  rent  a  two-bedroom  unit  was  $400  to 
$500  a  month.  Roughly  one-third  of  Boston's  population,  or  some 
200,000  people,  are  poor  or  near  poor.  They  depend  for  their  shelter 
on  three  segments  of  Boston's  housing  market — public  housing,  pri- 
vately owned  subsidized  housing,  and  unsubsidized  private  rental 
housing.  And  all  three  are  shrinking. 

Mr.  Spence  has  further  noted: 

The  distress  of  public  housing — the  collapse  of  order  and  community  among  the 
residents  of  our  projects — is,  I  believe,  a  paradigm  of  the  condition  we  increasingly 
impose  upon  the  poor.  The  chaos  which  pervades  our  troubled  projects  is  only  a  dra- 
matic example  of  the  more  general  deterioration  of  life  in  poor  communities.  That  is 
not  widely  enough  understood. 

The  dynamic  which  degrades  life  in  the  project  is  at  work  no  less  effectively,  if 
less  intensively,  in  all  poor  neighborhoods.  The  chaos  which  pervades  life  in  public 
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housing  and  other  poor  communities  is  the  scune  chaos  which  threatens  to  degrade 
life  for  all  of  us. 

If  the  current  dynamic  continues  and  the  conditions  of  poverty  are  aggravated,  if 
we  are  to  reclaim  tranquillity  for  the  larger  community,  we  must  first  reclaim  it  for 
poor  communities.  There  can  be  no  quietude  for  all  of  us  while  chaos  prevails  for 
soipe  of  us.  That  is  only  just  It  is  the  condition  of  community  and  nationhood  that 
our  welfares  are  knit  together.  Only  a  wellbeing  that  is  shared  can  be  assured. 

I  appeal  to  you,  then,  you  who  long  have  represented  the  needs 
of  our  Nation  well.  Do  not  permit  this  tragedy  to  happen  to  the 
poor,  the  young,  the  elderly.  It  is  for  such  causes  that  governments 
are  made.  In  the  absence  of  just  concern  there  can  only  grow 
anger,  chaos,  and  emarchy.  All  the  armaments  we  can  build  can 
never  protect  us  from  ourselves.  We  may  be  creating  an  explosion 
and  planting  it  in  our  very  midst. 

Thank  you,  Mr.  Chairmem. 

[The  referred-to  report  of  District  of  C!olumbia  Department  of 
Housing  Director  Robert  L.  Moore,  "Safety  Net— With  No  Way 
Out,"  follows:] 
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SAFETY  NET  -  WITH  NO  WAY  OUT 


The  abandonment  of  the  Federal  role  In  housing  this  Nation's  less 
than  wealthy  citizens  is  a  touchstone  of  President  Reagan's  Fiscal 
1983  budget.  Hidden  in  the  nnass  of  figures  and  rationale  Is  the 
postponement  of  dreams  for  affordable,  standard  housing  accoinmoda- 
tlons  for  millions  of  Americans. 

The  administration  proposes  to  halt  practically  all  housing 
production  and  rent  subsidy  programs  for  low  Income  citizens.  The 
budget  also  offers  no  assistance  for  first-time  homebuyers  whose 
family  size,  income  and  current  high  rent  level  makes  buying  a  home 
a  high  priority. 

Not  only  would  the  poor  pay  more  of  their  income  for  their  current 
residency  in  subsidized  housing,  but  moderate  and  middle  Income 
households  also  would  chase  escalating  Interest  rates  as  FHA-YA 
rates  float  with  the  market.  With  the  federal  government  going 
to  the  private  market  to  finance  almost  a  $100  billion  deficit, 
first  time  purchasers  will  be  competing  with  their  own  government 
for  loans.  This  is  a  competition  for  loans  most  prospective 
homebuyers  will  lose. 

Taken  together,  the  curtailment  of  housing  assistance  programs, 
deteriorating  economy  and  continued  high  interest  rates  will  have 
a  devastating  Impact  on  our  nation's  ability  to  provide  a  basic 
human  need  -  shelter. 

This  new  budget  proposal  flies  in  the  face  of  the  realities  of 
housing  poor  -  or  even  moderate  Income  -  households.  The 
national  requirement  that  we  consistently  recycle  and  expand 
our  housing  stock  is  obviated  in  this  budget.  Not  only  will 
individuals  suffer,  but  efforts  to  revitalize  neighborhoods  and 
stabilize  economically  vulnerable  populations  may  come  to  an 
abrupt  halt. 

For  the  District  of  Columbia  and  many  other  central  cities,  this 
budget  will  build  on  top  of  a  current  shortage  of  affordable 
housing,  another  set  of  problems  that  may  well  aid  the  return  to 
a  permanent  caste  of  under-housed  citizens.  Without  new  assisted 
production  and  the  ability  to  substantially  rehabilitate  older 
housing  units,  current  and  future  needs  will  go  unmet.  Currently, 
the  waiting  list  for  rental  assistance  is  increasing  at  an 
alarming  rate  in  the  District.  During  the  last  quarter  of  1981, 
the  application  rate  at  housing  offices  increased  142  percent. 
It  is  estimated  that  some  20,000  households  are  actively  seeking 
affordable  housing.  For  those  households  that  require  three  and 
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four-bedroom  units,  generally  not  available  on  the  private  market, 
the  wait  is  at  least  five  years  in  non  emergency  cases.  The 
increasing  number  of  emergency  demands  pushes  those  not  In 
disaster  situations  further  down  on  the  list. 

Without  mortgage  insurance  programs  and  other  special  hone 
ownership  opportunities  aimed  at  retaining  moderate  incone 
households  in  urban  neighborhoods,  cities  will  continue  to  lose 
populations  to  less  expensive  suburban  areas.  Some  of  these  areas 
act  ve1y  oppose  providing  more  lower-cost  housing,  however,  and 
others  have  reached  the  saturation  point.  Much  of  the  out- 
migration  in  past  years  was  accelerated  by  Federal  policies  that 
aided  moderate  cost  housing  to  be  readily  available  in  the  suburbs 
when  cities  were  redlined  out  of  the  fnarket.  These  policies  have 
resulted  In  a  greater  proportion  of  lower  income  groups  In  central 
city  housing,  but  under  this  new  budget  centra  cities  are  left 
to  cope  with  mounting  problems  and  few  resources. 

A  recent  analysis  of  new  walk-in  clients  needing  housing,  comparing 
the  reasons  for  need  for  the  last  quarter  from  1979  to  1981,  has 
revealed  some  significant  shifts.  Citizens  citing  below  standard 
housing  (including  overcrowding)  as  their  reason  for  seeking 
government  assistance  made  up  71  percent  of  1979  requests.  For 
that  same  period  in  1980,  the  rate  dropped  to  58  percent  and 
ended  up  at  51  percent  in  1981.  These  data  preliminarily  indicate 
overall  improvement  in  the  quality  of  the  housing  stock,  a  positive 
impact  of  housing  production  efforts  for  lower  income  groups  and 
the  general  decrease  in  family  size  common  to  all  income  groups 
over  the  last  ten  years. 

Conversely,  the  numbers  needing  housing  due  to  costs  outdistancing 
income  have  increased  300  percent.  Those  indicating  affordability 
as  their  cause  for  seeking  assistance  rose  from  six  percent  in 
1979  to  13  percent  in  the  same  period  of  1980.  The  year-end 
statistics  for  1981  indicated  almost  25  percent  of  the  new  demand 
was  a  lack  of  income  to  maintain  residency  in  standard  housing. 

For  the  elderly  and  the  handicapped  seeking  some  form  of  assistance, 
the  demand  increased  70  percent  in  two  years,  with  a  27  percent 
increase  in  affordability  as  the  source  of  the  problems.  These 
indicators  have  risen  in  spite  of  the  District's  production  of  over 
3,000  units  for  the  elderly  and  handicapped,  with  some  5,000 
additional  units  developed  for  families. 

From  these  facts  alone  a  number  of  initial  conclusions  are  evident. 

—  Few  Market  rate  housing  units  (non  assisted)  in  the  District 
are  within  the  reach  of  moderate  and  lower  income  households. 
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The  administration's  proposal  for  a  Housing  Voucher  Program 
will  have  no  Impact  In  assisting  these  households  to  obtain  standard 
housing.  While  the  cost- to- income  gap  may  be  narrowed  by  vouchers, 
the  price  escalation  in  the  marketplace  will  far  outdistance  the 
effort. 

-  Further,  the  unit  sizes  required  are  not  available  in  the 
private  market  to  house  those  larger  families  who  are  in  the  greatest 
need. 

In  the  District,  three  bedroom  units  have  never  constituted 
more  than  six  percent  of  the  supply,  while  larger  units  are  needed 
by  more  than  40  percent  of  those  on  waiting  lists.  With  no  produc- 
tion of  assisted,  larger  housing  units,  overcrowding  will  be  the 
rule  and  will  result  in  a  shorter  economic  life  for  already  worn 
older  buildings. 

The  Fiscal  1983  proposal  will  not  provide  resources  to  bring  back 
to  the  market  large  numbers  of  privately  owned  vacant  housing. 
In  the  District's  Ward  8,  for  examp  e,  there  are  over  2,000  vacant 
private  y  owned  units.  Much  of  this  hous  rtq   Is  off  the  market 
because  of  esca  ating  operating  costs  speculation,  and  foreclosures 
by  the  federa  government.  Without  resources  and  incentives  to 
restore  th  s  tiousing  to  use,  the  District  and  other  cities  will 
continue  to  sustain  housing  shortages  and  resultant  tax  loses  as 
the  econon\y  continues  to  dive. 

A  growing  number  of  middle  Income  households  will  continue  to  be 
forced  into  competition  with  lower  income  families  for  scarce 
resources.  For  the  poor,  the  so  called  safety  net,  which  this 
budget  continues  to  shrink,  will  find  pract  ca  ly  all  avenues 
out  of  poverty  blocked.  As  job  tra  ning  programs,  higher  education 
loans  and  special  services  to  Improve  the  human  condition  disappear. 
It  is  easy  to  envision  boots  with  no  straps  to  help  citizens  overcome 
obvious  disadvantages.  This  administration  has  devised  a  safety  net 
with  no  way  out. 

The  financial  pressures  on  general  purpose  local  government  to 
minimize  the  impact  of  these  reductions  may  pit  the  poor  against 
near  poor.  For  those  who  cannot  benefit  from  increased  tax  shelters 
or  income  tax  cuts,  no  benefits  will  be  achieved,  and  major  losses 
will  be  sustained. 

In  the  District,  we  must  join  in  coalition  to  make  the  case  for 
holding  to  hard-won  progressive  national  housing  goals.  With  a 
larger  slice  of  the  nation  being  left  out  of  the  housing  market, 
new  allies  can  be  recruited  to  expand  the  coalition. 

Much  of  what  we  see  as  boarded  up  housing  was  subs tanti illy 
deteriorated  before  it  was  vacant.  Practically  no  middle  Income 
housing  goes  off  the  market.  Many  families  and  the  elderly  had 
to  live  In  adverse  conditions  when  many  of  these  properties 
were  occupied.  Federal  housing  programs  led  the  way  to  provide 
the  poor  with  alternative  to  slums. 

The  so  called  Reagan  reforms  will  return  new  family  formations 
back  into  slum  housing  and  all  that  It  breeds.  Those  who  do  not 
have  standard  accommodations  will  have  no  hope  of  getting  any; 
and  without  hope  there  Is  chaos,  alienation  and  despair. 
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Chairman  Gonzalez  [presiding].  Thank  you  very  much,  Dr. 
Belew.  There  is  no  question  that  that  is  a  highly  significant  and 
very  dramatic  presentation,  and  particularly  in  the  name  of  the 
Southern  Baptists.  I  do  not  know  how  many  people  here  present 
today  can  evaluate  the  full  impact  and  significance  of  that,  most 
especially  those  of  us  from  the  South,  and  particularly  Texas. 

I  cannot  tell  you  in  words  what  an  inspiration  and  an  uplift  your 
statement  has  been.  When  I  feel  distraught  and  discouraged  and 
pessimistic  and  feel  that  if  I  really  gave  vent  to  my  feelings,  that 
the  only  way  that  we  could  take  action  would  be  to  go  out  and  try 
to  lead  a  revolution. 

I  do  not  know  any  other  way.  I  think  we  are  just  too  late.  We 
have  been  spluttering  around  here  with  all  of  this  temporary  emer- 
gency, and  I  do  not  see  that  that  is  going  to  reverse  anything.  The 
President  says  that  his  feet  are  not  in  concrete,  but  his  head  is. 
[Laughter.] 

Because  that  is  our  main  stumbling  block.  The  man  has  the 
power  and  what  is  at  issue  is  exactly  what  you  have  so  dramatical- 
ly pinpointed,  and  that  is  the  basic  policies  and  programs  that  as 
national  commitments  this  Congress  has  established  for  40  vears. 
Some  of  us  have  been  saying  this  for  1  year  and  2  months  and  have 
not  been  heard  at  all.  We  have  been  drowned  out. 

So  I  want  to  personally  thank  you  and  also  my  colleague  here. 
You  know,  it  sounds  partisan  and  all,  but  I  will  guaremtee  you  that 
if  you  had  come  into  this  same  hearing  during  the  time  of  a  Demo- 
cratic administration  you  would  have  heard  the  same  kind  of  vehe- 
mence with  respect  to  similar  issues. 

I  will  consider  this  as  my  5  minutes  because  it  was  the  intention 
to  proceed  with  the  other  witnesses  so  as  not  to  delay  them,  but 
does  the  gentleman  wish  to  be  heard? 

Mr.  Stanton.  I  just  want  to  thank  Mr.  Belew  for  his  statement.  I 
am  not  as  familiar  as  the  chairman  is  with  the  Southern  Baptist 
organization.  I  am  very  impressed  with  the  number  of  churches 
and  the  size  of  your  constituency.  Of  course  you  do  an  excellent  job 
of  presenting  their  deep  concerns  for  the  poorest  of  the  poor. 

I  do  not  know.  I  am  tr3dng  to  think  if  he  was  a  member  of  your 
organization.  There  was  an  excellent  human  being  around  here  a 
number  of  years  ago  named  Culver.  Reverend  Culver  took  oflF  and 
went  down  into  a  black  community  in  North  Carolina  or  South 
Carolina.  I  had  a  cousin  who  was  a  Catholic  missionaiy  down  there 
and  he  was  in  the  Southern  Baptist  organization  with  Reverend 
Culver. 

I  have  not  heard  from  him  now  in  several  years.  Usually,  in  his 
yearly  lottery,  I  hear  from  him.  He  is  a  great  human  being  and 
doing,  I  think,  a  good  job.  You  can  see  it  on  his  face,  in  the  snule.  If 
he  is  part  of  your  organization,  you  can  be  proud  of  him.  Thank 
you  once  again  for  your  statement. 

Chairman  Gonzalez.  Just  let  me  say  this.  Of  course,  there  is  a 
special  significance  for  those  of  us  coming  from  the  South  because 
had  it  not  been  for  such  church  organizations  as  the  Southern  Bap- 
tist Convention  in  the  1920's,  the  Ku  Klux  Klan  that  was  rampant 
in  Texas  then,  had  it  not  been  for  the  Southern  Baptist  Conven- 
tion— terrible,  terrible  happenings  and  injustices  would  have  taken 
place.  Some  did,  but  many  more  unquestionable  would  have. 
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And  in  other  areas  of  social  endeavor  I  think  the  record  has  been 
very,  very  dramatic. 

We  have  Mr.  Stephen  Hoffman,  the  director  of  social  planning 
and  research  of  the  Jewish  C!ommunity  Federation  of  Clevelemd 
and  Mr.  Henry  Goodman,  the  vice  president,  representing  the 
Council  of  Jewish  Federations. 

I  beg  your  pardon.  I  am  sorry,  Ms.  Oakar.  I  apologize.  We  recog- 
nize Ms.  Oakar  if  she  wishes  to  make  a  statement. 

Ms.  Oakar.  Just  very  quickly,  Mr.  Chairman. 

Dr.  Belew,  I  just  wanted  to  commend  you  on  the  testimony  you 
gave.  I  am  sorry  I  had  to  step  out  during  part  of  it.  I  think  one  of 
the  important  points  that  you  made  was  the  number  of  projects 
that  were  in  the  pipeline  that  are  now  being  threatened.  We  had  a 
very  interesting  hearing  that  the  Chair  called  with  Secretary 
Pierce  in  responding  to  that.  So  many  projects  are  under  way  and 
the  frustration  level  of  those  who  have  planned  them  and  done  all 
the  work  to  meet  Federal  requiremente  and  have  been  awarded 
these  grants  now  are  facing  a  real  frustration  level  which  is  to  me 
very  reprehensible. 

The  other  point  I  would  like  to  make  is  that  so  often  because  of 
other  so-called  Christian  organizations  we  forget  that  there  are 
many,  many  religious  organizations  who  have  a  commitment  to  the 
poor.  Sometimes  they  get  meshed  together  in  the  minds  of  people 
and  it  is  very  unfortunate  when  religious  groups  as  a  result  of  this 
are  sometimes  looked  upon  as  enemies  of  the  poor. 

I  think  you  showed  very  eloquently  that  your  large  organization 
consists  of  more  than  13  million  individuals,  has  a  strong  con- 
science about  what  is  going  on.  I  think  it  is  very  refreshing  and  im- 
portant to  have  that  projed:ed. 

Thank  you. 

Chairman  Gonzalez.  Mr.  Stanton. 

Mr.  Stanton.  Thank  you  very  much,  Mr.  Chairman.  I  just 
wanted  to  recognize  Mr.  Goodman  at  the  same  time.  I  am  not  sure 
if  I  properly  did  that.  I  know  that  they  are  about  to  speak  and  once 
again  they  are  distinguished  guests,  greater  Clevelemders,  and  Mr. 
Goodman  especially  has  a  big  concern  in  manufacturing  and  home 
furnishings.  Many  of  my  constituents  are  customers  of  Mr.  Good- 
man. 

He  is  also,  of  course,  very  active  in  the  Greater  Cleveland  area, 
especially  in  the  Jewish  circles  of  humanitariem  efforts.  We  are  de- 
lighted to  have  you. 

Chairman  Gonzalez.  Thank  you,  Mr.  Stanton,  and  pardon  my 
oversight  because  I  did  notice  they  were  from  Cleveland  and  I  had 
fully  intended  to  ask  you  to  introduce  them.  So  themk  you. 

I  do  not  know  the  desire  of  either  one  of  the  panelists.  Should  we 
recognize  Mr.  Goodman  first?  All  right,  fine.  I  noticed  I  was  getting 
a  signal. 

STATEMENT  OF  HENRY  J.  GOODMAN,  VICE  PRESIDENT,  JEWISH 
COMMUNITY  FEDERATION  OF  CLEVELAND,  REPRESENTING 
THE  COUNCIL  OF  JEWISH  FEDERATIONS,  INC. 

Mr.  Goodman.  Thank  you  very  much.  It  just  shows  that  Mr. 
Hoffman  will  deliver  the  bottom  line,  so  they  put  me  first. 
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I  would  like  to  themk  both  Congresswoman  Oakar  and  C!ongress- 
man  Stanton  for  your  most  gracious  introduction  here  this  morn- 
ing and,  very  importantly,  for  what  I  believe  to  be  very  impor- 
tant— the  crucial  support  on  behalf  of  our  area  institutions  as  well 
as  those  of  the  greater  American  community. 

Congressman  Gronzalez,  I  think  this  hearing  itself  speaks  to  the 
sensitivity  that  you  have  in  these  particular  areas  on  behalf  of 
yourself  and,  I  hope,  on  behalf  of  all  of  Congress. 

My  name  is  Henry  Goodman  and  I  am  a  volunteer  leader  of  the 
Jewish  Community  Federation  of  Clevelcmd  of  which  I  am  vice 
president.  In  my  private  life — which  the  federation,  as  was  noted 
by  Congressman  Stanton,  occasionally  allows  me  to  pursue — I  am 
chairman  and  president  of  H.  Goodman,  Inc.,  a  home  furnishing 
and  manufacturing  company. 

I  am  pleased  to  be  here  today  along  with  Steve  Hoffmem  on  my 
left,  the  planning  director  of  our  Federation,  as  well  as  the  other 
people  on  this  panel,  and  to  have  the  opportunity  to  talk  with  you 
about  our  view  of  the  proposed  budget  for  subsidized  housing  con- 
struction for  older  persons  and  the  handicapped. 

The  Jewish  Community  Federation  of  Cleveland  is  over  78  years 
old.  It  consists  of  20  social  service,  health  and  education  agencieB, 
some  of  which  have  been  providing  service  to  people  for  well  over 
100  years.  The  federation  itself  serves  as  the  central  plemning,  com- 
munity relations  and  fundraising  organization  of  the  Jewish  com- 
munity of  Cleveland  in  support  of  human  services. 

Well,  over  5,000  individuals  are  involved  in  our  year-round  activ- 
ities, including  all  segments  of  the  Jewish  community.  We  conduct 
an  annual  fundraising  drive  that  reaches  out  to  70,000  Jewish 
people  in  the  Greater  Cleveland  area  each  year  and  raises  over  $19 
million. 

Our  federation  represents  a  true  system  of  services.  Our  agencies 
coordinate  their  activities  through  the  federation,  so  that  a  person 
is  easily  able  to  get  the  help  needed,  whether  it  is  medical  care  at 
our  hospital,  long-term  care  at  one  of  our  two  homes  for  the  aged, 
Jewish  education  for  a  child,  or  intensive  psychiatric  treatment  for 
a  disturbed  child  at  Bellefaire,  one  of  the  Nation's  finest  children's 
treatment  facilities. 

We  have  an  agency  that  helps  people,  many  of  whom  have  spe- 
cial problems,  find  jobs,  and  a  community  center  that  provides  op- 
portunities for  recreation,  serving  as  well  as  a  nutrition  site  for 
meals  for  older  persons. 

The  federation  and  its  agencies  have  been  engaged  in  a  variety  of 
housing  programs  over  the  last  20  years.  We  administer  congregate 
living  facilities  for  older  persons  and  have  made  use  of  section  236 
and  202  programs  in  the  past.  We  have  also  been  involved  in  an 
intensive  effort  to  revitalize  and  stabilize  an  integrated  suburban 
community  and  to  help  preserve  the  housing  stock  there. 

Our  work  there  is  known  as  the  Heights  area  project.  It  is  in- 
volved in  a  neighborhood  of  Cleveland  Heights,  a  suburb  of  Cleve- 
land, Ohio.  Over  the  last  11  years,  we — the  Jewish  community — 
have  provided  private  funds  to  make  possible  $640,000  in  loans 
which  have  enabled  208  families  to  purchase  homes  valued  in 
today's  market  at  close  to  $9  million. 


Digitized  by 


Google 


1661 


In  addition  to  our  loan  program,  we  have  worked  cooperatively 
with  the  city,  other  voluntary  organizations  €Uid  churches  to  con- 
duct a  series  of  community  organization  activities  designed  to  im- 
prove community  relations  in  the  community,  to  promote  its 
image,  its  schools,  and  to  improve  citizen  services. 

Our  most  recent  housing  effort  in  Cleveland  Heights  has  been  to 
buy  two-family  homes  owned  by  absentee  landlords  which  we  are 
rehabilitating  and  selling  as  condominiums  in  order  to  increase  a 
sense  of  ownership  responsibility.  We  want  to  demonstrate  that  it 
is  possible  to  rehabilitate  a  few  rundown  homes  and  thereby  stimu- 
late a  change  in  the  entire  face  of  the  neighborhood. 

We  believe  that  we  can  do  this  in  the  long  run  without  Grovem- 
ment  subsidies.  All  that  needs  to  be  done  is  to  b^in  the  process 
and  prove  that  it  can  be  done.  To  help  us  in  this  work  we  have  se- 
cured grants  from  the  Cleveland  Foundation,  the  George  Gund 
Foundation,  and  from  the  community  development  block  grant 
funds  available  from  the  city  of  Cleveland  Heights,  and  we  have 
put  our  own  endowment  funds  into  the  program  as  well. 

This  is  just  one  important  example  of  a  partnership  that  is  possi- 
ble between  the  public  and  private  voluntary  sectors  that  can 
result  in  a  healthy,  vibrant,  integrated  community — a  good  place  to 
live.  This  public-voluntary  partnership  is  a  theme  to  which  we  will 
return  later  in  our  testimony. 

In  the  area  of  housing  for  older  persons  we  currently  have  in  our 
system  of  services  337  suites  and  have  under  construction  100  addi- 
tional suites.  Mr.  Hoffoian  will  be  specifically  commenting  on  this 
in  a  moment,  but  I  want  to  indicate  the  breadth  of  our  operations 
and  to  underline  more  importantly  the  way  in  which  our  various 
programs  fit  together. 

We  do  not  offer  any  service  in  a  vacuum.  Our  housing  programs 
are  linked  to  our  community  development  efforts,  and  the  people 
who  live  in  the  homes  and  apartments  under  our  sponsorship  are 
linked  to  services  sponsored  by  our  federation. 

The  federation  and  its  agencies  operate  on  revenues  derived  from 
private  contributors,  fees  for  services,  and  Grovemment  funds.  I  be- 
lieve that  our  programs  represent  one  of  the  best  examples  of  the 
way  in  which  the  Government  and  the  private  sector  have  been 
able  to  accomplish  more  for  people  than  either  could  accomplish 
alone. 

We  have  established  an  infrastructure  with  private  dollars  and 
"sweat  equity."  We  have  secured  Government  funds  for  the  serv- 
ices we  provide  to  persons  eligible  for  Government  support — wheth- 
er through  medicaid,  title  aX  or  other  programs.  It  is  for  this 
reason  that  we  appear  before  you  today  to  strongly  urge  that  more, 
and  certainly  not  less,  be  done  in  the  provision  of  section  202/8 
housing  for  older  persons  and  the  hemdicapped. 

It  is  a  way  of  preserving  their  lives  with  hope  and  with  dignity. 
At  the  same  time,  it  is  a  way  of  performing  this  task  with  far  fewer 
dollars  than  other  alternatives  offer,  and  Steve  will  talk  about  this 
again. 

As  a  leader  in  the  Jewish  community  of  Cleveland,  I  have  seen 
what  we  have  been  able  to  do  with  the  help  of  Government  in  the 
area  of  housing  for  older  persons.  The  importance  of  adequate 
housing  in  this  area  cannot  be  overstated.  It  impinges  on  all  other 
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aspects  of  the  lives  of  these  people.  It,  as  much  as  emything  we  can 
do,  speaks  to  our  responsibilities  emd  our  values  as  Americans. 
Now,  Steve. 

STATEMENT  OF  STEPHEN  HOFFMAN,  DIRECTOR  OF  SOCIAL 
PLANNING  AND  RESEARCH,  JEWISH  COMMUNITY  FEDERATION 
OF  CLEVELAND 

Mr.  Hoffman.  I  too  appreciate  having  this  opportunity  to  ad- 
dress this  issue.  We  are  fully  in  agreement  with  the  recommenda- 
tion of  the  White  House  Conference  on  Aging  in  1981  that  called 
for  a  minimum  of  20,000  new  section  202/8  units  per  year.  We  sup- 
port this  goal  because  we  recognize  the  great  need  for  this  type  of 
housing  based  upon  our  own  experiences  in  Cleveland  and  as  a 
result  of  our  reading  of  national  statistics. 

We,  therefore,  strongly  oppose  the  proposed  reduction  to  10,000 
units  that  is  contained  in  the  present  budget  proposal.  The  loss  of 
7,500  units  from  current  levels  would  be  a  tragedy.  The  housing 
made  available  from  the  section  202  program  has  preserved  and 
improved  the  quality  of  the  lives  of  senior  citizens  across  this  coun- 
try, lives  that  otherwise  would  have  been  economically  destroyed. 

The  availability  of  subsidized  housing  sponsored  by  non-profit  or- 
ganizations under  the  202  program  has  made  it  possible  for  Amer- 
ica to  deal  with  the  new  realities  of  demographics  of  older  persons. 
Twenty  years  ago,  one  tended  to  classify  older  persons  needing  help 
as  over  the  age  of  65,  physically  or  mentally  impaired,  and  prob- 
ably destined  for  an  institution  where  his  needs  would  be  met. 

Because  of  advances  in  medical  science,  a  substantial  segment  of 
the  over-65  group  has  been  spared  the  great  health  problems  of  the 
past.  Their  problem  boils  down  to  economics — that  for  them  is  the 
difference  between  life  and  death.  For  many,  subsidized  housing 
has  become  the  alternative  to  institutionalization  or  deterioration. 
We  believe  that  federally  subsidized  housing  is  by  far  the  better 
value  socially  and  economically. 

Section  202  housing  has  frequently  made  a  major  impact  on  the 
quality  of  life  of  our  senior  adults.  In  large  measure  this  is  because 
of  the  services  that  non  profit  organizations  have  been  providing 
along  with  the  shelter.  These  services  includes  meals,  housekeeping 
services,  and  social  programs.  The  congregate  living  style  of  tlie 
202  program  has  enabled  older  persons  to  interact  with  their  peers 
in  a  secure  environment,  one  in  which  they  know  they  are  looking 
out  for  each  other  and  thereby  are  better  able  to  maintain 
independence.  In  a  sense,  the  202  program  promotes  self-help 
among  older  persons. 

A  major  positive  aspect  of  the  economics  of  the  subsidizing  hous- 
ing is  often  overlooked.  This  housing  undoubtedly  delays,  and  often 
avoids,  institutionalization  in  nursing  homes.  The  average  per 
capita  subsidy  at  our  subsidized  buildings  is  approximately  $5,000 
to  $6,000  a  year.  However,  if  these  people  had  no  alternative  but  to 
live  in  a  home  for  the  aged,  and  were  supported  by  the  medicaid 
program,  the  same  subsidy  provided  for  them  could  cost  between 
$18,000  and  $20,000  a  year.  Where  this  develops,  the  savings  to  the 
Government  is  probably  at  least  $13,000  per  person  annually. 
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Our  experience  in  Cleveland  in  this  regard  has  been  gained 
through  the  operation  of  two  programs  in  our  S3rstem  of  services. 
One  building  is  called  C!ouncil  Gardens,  run  by  the  National  C!oun- 
cil  of  Jewish  Women.  It  has  130  suites  and  was  built  under  the 
original  section  202  low-interst  loan  program.  An  addition  was  re- 
cently opened  under  the  present  prc^am. 

The  average  age  of  the  person  living  there  is  82.  Ten  percent  are 
over  90.  While  everyone  is  able  to  function  independently,  a  few 
residents  have  some  moderate  disabilities.  There  are  programs 
witli  meals  and  social  activities,  as  well  as  shopping  assistance  and 
the  availability  of  a  nurse  for  emergencies. 

Our  newest  building  is  called  the  R.  H.  Mvers  Apartments.  It  is 
affiliated  with  one  of  our  homes  for  the  aged,  Menorah  Park.  This 
is  an  interesting  program.  The  building  was  built  with  a  section 
236  program  mortgage  guarantee.  It  has  207  suites;  however,  only 
20  percent  are  section  8  subsidized.  The  remainder  are  available  at 
market  rates. 

In  addition  to  providing  shelter,  the  R.  H.  Myers  Apartments 
also  requires  each  resident  to  participate  in  a  daily  meals  program 
and  a  housekeeping  service.  The  average  age  of  residents  here  is 
81  Vi.  All  residents  are  able  to  live  independently,  although  there 
are  many  with  significant  disabilities. 

The  R.  H.  Myers  Apartments  is  an  outstanding  example  of  how 
it  is  possible  to  achieve  a  socio-economic  mix  of  older  persons  that 
benefits  everyone.  We  have  no  doubt  that  many  of  the  residents  in 
the  R.  H.  Myers  Apartments  would  be  in  homes  for  the  aged  if  this 
building  and  services  did  not  exist.  Let  me  cite  a  couple  of  exam- 
ples of  people  who  have  been  helped  through  these  programs. 

At  C!ouncil  Gardens  there  is  a  resident  who  has  lost  two  legs  to 
diabetes.  He  is  being  supported  on  SSI.  Before  moving  to  C!ouncil 
Gardens,  he  lived  in  an  old  house  with  a  bathroom  on  the  second 
floor,  where  he  had  to  crawl  upstairs  to  toilet  himself.  Now  he  lives 
in  a  special  handicapped  suite  in  a  barrier-free  building.  He  is  able 
to  come  and  go  as  he  pleases,  cook  for  himself,  and  engage  in  activ- 
ities. Services  provided  at  C!ouncil  Gardens  and  through  our  system 
of  services,  plus  the  subsidy  from  the  section  202/8  program,  have 
made  a  world  of  difference  to  this  person. 

Another  woman  at  Council  Gardens  is  39  years  old  and  handi- 
capped. As  a  child  she  was  autistic  and  she  did  not  speak  for  20 
years  before  moving  into  Council  Gardens.  She  had  been  living  in 
an  illegally  converted  third-floor  room  in  an  old  house  in  a  Cleve- 
land suburb.  Since  moving  to  Council  Gardens  she  has  begun  to 
speak  again  and  is  now  working  in  a  sheltered  workshop  sponsored 
by  a  local  vocational  agency.  She  regularly  attends  programs  at  the 
Jewish  Community  Center  and  interacts,  along  with  her  fellow  ten- 
ants, with  the  more  than  3,800  senior  adults  who  make  use  of  the 
activities  there  from  week  to  week. 

Council  Gardens  is  next  door  to  our  Jewish  Communitv  Center. 
The  residents  there,  as  well  as  other  senior  adults,  have  the  oppor- 
tunity to  swim,  to  engage  in  discussion  groups,  craft  programs  and 
similar  activities  that  add  purpose  to  their  lives.  No  one  nas  to  feel 
they  are  locked  in  and  must  stare  at  four  walls.  Similar  programs 
are  offered  to  the  residents  of  the  R.  H.  Myers  Apartments  for  the 
nonsubridized  as  well  as  the  sofasidized  suites. 
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At  the  R.  H.  Myers  Apartments  we  have  an  example  of  a  couple 
who  before  moving  there  lived  in  severely  dilapidated  housing  in 
the  city  of  Cleveland.  The  couple  was  afraid  to  go  out  of  their 
apartment.  The  rent  they  had  been  paying  used  up  almost  all  of 
their  income.  They  spent  their  days  alone,  eating  poorly.  Today 
they  are  active  participants  in  the  activities  sponsored  by  the  ten- 
ants' association.  Their  whole  life  has  been  turned  around. 

Another  person  living  at  the  R.H.  Myers  Apartments  was  a 
teacher  for  many  years  on  the  west  side  of  Clevelemd.  She  has  no 
family.  Her  apartment  cost  consumed  more  than  half  of  her 
income.  Due  to  partial  blindness,  she  remained  secluded  in  her 
apartment  in  her  retirement  years,  even  though  she  was  physically 
healthy.  Her  move  to  the  Myers  Apartments  enabled  her  to  become 
a  vibrant  person.  Because  of  the  subsidy,  she  can  better  manage 
her  money.  She  is  eating  properly  and  she  is  productively  engaging 
with  people  around  her. 

At  Council  Gardens  the  average  income  of  the  tenant  is  $428  a 
month  or  $5,136  a  year.  The  202  program  enables  the  tenant  there 
to  have  a  safe,  clean,  dignified  environment  at  a  cost  that  does  not 
destroy  them. 

There  is  a  tremendous  need  in  Cleveland  for  more  housing  of 
this  kind.  Our  federation  has  studied  housing  needs  in  the  Jewish 
community.  Several  years  ago  our  research  department  conducted 
a  study  of  the  10,000  Jewish  aged  in  Cleveland.  We  found  that 
almost  one-quarter  of  those  over  65  were  moderately  to  severely 
impaired  economicallv.  Fourteen  percent  of  our  older  Jewish  popu- 
lation believed  that  they  would  need  to  move  for  financial  reasons. 
Half  have  no  children  or  no  children  living  nearby.  One-third  live 
alone  and  for  these  people  there  exists  no  social  or  economic  sup- 
port. Forty-five  percent  of  the  aged  were  estimated  to  have  incomes 
under  $10,000  and  20  percent  under  $5,000  per  year. 

We  did  a  survey  3  years  ago  that  indicated  that  over  1,000 
Jewish  persons  are  known  to  be  in  need  of  and  qualUied  for  subsi- 
dized housing  in  addition  to  those  currently  living  in  the  subsidized 
facility.  We,  therefore,  created  Jewish  Community  Housing,  a  non- 
profit corporation,  to  help  stimulate  more  subsidized  housing  and 
received  a  HUD  loan  to  build  100  units  now  under  construction. 

But  the  need  continues.  Council  Gardens  has  a  waiting  list  of  240 
people.  The  R.  H.  Myers  Apartments  has  a  waiting  list  of  300  for 
its  42  subsidized  units,  and  over  100  for  its  market-rate  units  at  a 
time  when  the  regular  market  in  Greater  Clevelemd  is  experienc- 
ing vacancies. 

For  the  building  we  are  now  constructing  we  have  over  650  wait- 
ing for  the  applications.  This  is  all  due  to  word-of-mouth  and  sto- 
ries that  have  appeared  in  the  newspapers  over  the  past  year.  We 
estimate  that  more  than  double  that  number  will  seek  applications 
when  we  begin  the  formal  advertising  phase. 

The  Cuyahoga  Metropolitan  Housing  Authority,  our  public  hous- 
ing authority  in  Greater  Cleveland,  has  7,000  suites  in  25  buildings 
for  older  persons,  with  a  waiting  list  of  over  1,400  people.  Here,  too, 
the  waits  are  for  years.  In  suburban  Cleveland  alone  there  are 
3,800  elderly  on  waiting  lists  for  various  subsidized  buildings,  even 
though  2,100  suites  have  been  built  in  Cuyahoga  County  during  the 
last  4  years.  Yet  under  the  plans  projected  by  the  administration. 
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there  will  only  be  325  new  suites  available  for  the  entire  State  of 
Ohio,  in  the  face  of  the  need  for  thousands. 

Nationally,  the  picture  is  very  similar.  Today  one  in  every  nine 
Americans  is  over  the  age  of  65  and  this  will  grow  to  one  in  eight 
by  the  year  2000.  Thirty-eight  percent  of  the  population  is  over  the 
age  of  75  and  by  the  year  2000  they  will  represent  nearly  one  out 
of  two  older  persons. 

The  income  of  older  Americans  is  about  half  that  of  the  under-65 
population,  and  elderly  Americans  are  disproportionately  reprsent- 
ed  among  those  that  are  in  need  of  federally  assisted  housing.  More 
of  them  are  poor  and  thus  unable  to  afford  suitable  private  hous- 
ing. Elderly  poor  are  often  in  worse  economic  straits  than  the  non- 
elderly  poor,  partly  because  they  are  less  able  to  find  work  to  aug- 
ment their  inadequate  income.  Further,  the  elderly  are  more  likely 
to  have  expenses  for  health  problems. 

We  believe  that  the  section  202  program  is  em  important  way  for 
the  Government  and  our  country  to  respond  to  these  needs.  It  is 
also  a  way  for  the  Government  and  the  private  sector  to  work  to- 
gether to  improve  the  quality  of  life  of  older  persons. 

I  have  repeatedly  pointed  to  the  way  we  do  more  than  just  pro- 
vide housing.  We  go  beyond  bricks  and  mortar.  We  provide  services 
to  people  as  well.  We  provide  for  meals.  We  provide  for  stimulating 
recreational  activities  and  we  have  avoided  premature,  costly 
institutionalization.  All  of  this  is  the  result  of  careful  planning  by 
citizen-led  organizations  like  our  federation,  doing  a  meticulous 
planning  job,  integrating  existing  services  to  the  elderly  with  hous- 
ing programs,  and  using  private  funding  in  partnership  with  gov- 
ernment subsidy.  It  is  truly  a  model  of  the  American  way.  Subsidiz- 
ing housing  for  those  with  real  economic  need  should  be  encour- 
aged and  expanded. 

Thank  you. 

[The  prepared  statement  of  Mr.  Hoffman,  on  behalf  of  the  Jewish 
Community  Federation  of  Clevelemd,  follows:] 
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Jewish  Commiinity  Federation  March  23,  1982 

of  Cleveland 

STATEMENT  BEFORE  THE  SUBCOMMITTEE  ON  HOUSING  AND 
COMMUNITY  DEVELOPMENT  OF  THE  HOUSE  COMMITTEE  ON 
BANKING,  FINANCE  AND  URBAN  AFFAIRS  ON  FISCAL  YEAR 
1983  AUTHORIZATICMJ  FOR  SECTION  202/8  PROGRAMS 

March  25,  1982 

Stephen  H.  Hoffman,  presenting 


My  name   is  Stephen  Hoffman  and  I  am  the  Director  of  Social  Planning  and 
Research  of  the  Jewish  Community  Federation  of  Cleveland.   I,  too,  . 
appreciate  having  this  opportunity  to  address  this  issue.   We  are  fully 
in  agreement  with  the  recommendation  of  the  White  House  Conference  on 
Aging  in  1981  that  called  for  a  minimum  of  20,000  new  Section  202/8 
units  per  year.   We  support  this  goal  because  we  recognize  the  great  - 
need  for  this  kind  of  housing,  based  upon  our  own  experiences  in 
Cleveland  and  as  a  result  of  our  reading  of  national  statistics.   We, 
therefore,  strongly  oppose  the  proposed  reduction  to  10,000  units  a 
year  that  is  contained  in  the  present  budget  proposal.   The  loss  of 
7,500  units  from  current  levels  would  be  a  tragedy.   The  housing  made 
available  from  the  Section  202  program  has  preserved  and  improved  the 
quality  of  the  lives  of  senior  citizens  across  this  country;  lives  that 
otherwise  would  haVe  been  economically  destroyed. 

The  availability  of  subsidized  housing  sponsored  by  non-profit  organi- 
zations under  the  202  program  has  made  it  possible  for  America  to  deal 
with  the  new  realities  of  demographics  of  older  persons.  Twenty  years 
ago,  one  tended  to  classify  older  persons  needing  help  as  over  the  age 
of  65,  physically  or  mantally  inpairtd,  and  probably  dastinad  for  an 
institution  where  his  needs  %#ould  be  met. 
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Because  of  advances  in  medical  science,  a  substantial'  segment  of  the 
over- 6  5  group  has  been  spared  the  great  health  problems  of  the  past« 
Their  problem  boils  down  to  economics  —  that  for  them  is  the  difference 
between  life  and  death.  For  many,  subsidized  housing  has  become  the 
alternative  to.  institutionalization  or  deterioration.  He  believe  that 
federally  subsidized  housing  is  by  far  the  better  value  —  socially 
and  economically. 

Section  202  housing  has  frequently  made  a  major  impact  on  the 
quality  of  life  of  our  senior  adults.   In  large  measure  this  is  because 
of  the  services  that  non-profit  organizations  have  been  providing  along 
with  the  shelter.  These  services  include  meals,  housekeeping  services, 
and  social  programs.  The  congregate  living  style  of  the  202  program 
has  enabled  older  persons  to  interact  with  their  peers  in  a  secure 
environment,  one  in  which  they  know  they  are  looking  out  for  each 
other  and  thereby  are  better  able  to  maintain  independence.   In  a 
sense,  the  202  program  promotes  self  help  among  older  persons. 

A  major  positive  aspect  of  the  economics  of  subsidized  housing  is  often 
overlooked.  This  housing  undoubtedly  delays,  and  often  avoids,  insti- 
tutionalization in  nursing  homes.  The  average  per  capita  subsidy  at 
our  subsidized  buildings  is  approximately  $5,000  to  $6,0Q0  a  year. 
However,  if  these  people  had  no  alternative  but  to  live  in  a  home  for 
the  aged,  and  were  supported  by  the  Medicaid  program,  the  same  subsidy 
provided  for  them  could  cost  between  $18,000  and  $20,000  a  year. 
Where  this  develops,  the  savings  to  the  government  is  probably  at 
least  $13,000  per  person  annually. 
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Our  •xperi«nce  in  Cleveland  in  this  regard  has  been  gained  throogli  thm 
operation  of  two  prograas  in  our  syateai  of  services.   One  building  is 
called  Council  Gardens,  run  by  the  national  Council  of  Jewish  Woaen. 
It  has  130  suites  and  was  built  under  the  original  Section  202  low- 
interest  loan  prograa.  An  addition  was  recently  opened  under  the 
present  prograa.  The  average  age  of  the  person  living  there  is  82. 
Ten  percent  are  over  90.   Nhile  everyone  is  able  to  function  inde- 
pendently, a  few  residents  have  soae  aoderate  disabilities.  There 
are  prograas  with  aeals  and  social  activities,  as  well  as  shopping 
assistance  and  the  availability  of  a  nurse  for  eaergencies. 

Our  newest  building  is  called  the  R.  B.  flyers  Apartaents.   It  is 
affiliated  with  one  of  our  hoaes  for  the  aged,  Nenorah  Park.  This 
is  an  interesting  prograa.  The  building  was  built  with  a  Section  236 
prograa  aortgage  guarantee.   It  has  207  suites;  however,  only  20 
percent  of  thea  (42  suites)  are  Section  8  subsidized.  The  reaainder 
are  available  at  aarket  rates.   In  addition  to  providing  shelter, 
the  R.  B.  Myers  Apartaents  also  requires  each  resident  to  participate 
in  a  daily  aeals  prograa  and  a  housekeeping  service.  The  average  age 
of  residents  here  is  ai-and-a-hAlf .  All  residents  are  able  to  live 
independerttly,  although  there  are  aany  with  significant  disabilities. 
The  R.  -B.  Myers  Apartaents  is  an  outstanding  exaaple  of  how  it  is 
possible  to  achieve  a  socio-econoaic  aix  of  older  persons  that 
benefits  everyone.  We  have  no  doubt  that  aany  of  the  residents  in 
the  R.  B.  Myers  Apartaents  would  be  in  hoawt  for  the  aged  if  this 
building  and  Sttrviees  did  not  mxiat.     Let  at  cit*  a  coupU  of  exaaples 
of  people  who  have  been  helped  through  these  prograas. 
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At  Council  Gardens  there  is  a  resident  who  has  lost  two  legs  to  diabetes. 
He  is  being  supported  on  SSI.   Before  moving  to  Council  Gardens,  he 
lived  in  an  old  house  with  a  bathroom  on  the  second  floor,  where  he 
had  to  crawl  upstairs  to  toilet  himself.  Mow  he  lives  in  a  speical 
handicapped  suite,  in  a  barrier- free  building.  He  is  able  to  come 
and  go  as  he  pleases,  cook  for  himself,  and  engage  in  activities. 
Services  provided  at  Council  Gardens  and  through  our  system  of  services, 
plus  the  subsidy  from  the  Section  202/8  program,  have  made  a  world  of 
difference  to  this  person. 

Another  woman  at  Council  Gardens  is  39  years  old  and  handicapped.  As 
a  child  she  was  autistic  and  she  did  not  speak  for  20  years  before 
moving  into  Council  Gardens.  She  had  been  living  in  an  illegally 
converted  third- floor  room  in  an  old  house  in  a  Cleveland  subturb. 
Since  moving  to  Council  Gardens,  she  has  begun  to  speak  again  and  is 
now.  working  in  a  sheltered  workshop  sponsored  by  a  local  vocational 
agency.   She  regularly  attends  programs  at  the  Jewish  Community  Center 
and  interacts,  along  with  her  fellow  tenants,  with  the  more  than  3,800 
senior  adults  who  make  use  of  the  activities  there  from  week  to  week. 
Council  Gardens  is  next  door  to  our   Jewish  Community  Center.  The 
residents  there,  as  well  as  other  senior  adults,  have  the  opportunity 
to  swim,  to  engage  in  discussion  groups,  craft  programs,  and  similar 
activities  that  add  purpose  to  their  lives.  No  one  has  to  feel  they 
artt  locked  in  and  must  star^  at  four  walls.  Similar  programs  ar^ 
offered  to  the  residents  of  the  R.  H.  Ifyers  Apartments  for  the  non- 
subsidized  as  well  as  the  subsidized  suites. 
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At  the  R.  H.  flyers  hpa^rtmentm,   we  have  an  exaaple  of  a  couple  %fho, 
before  before  aoving  there,  lived  in  severely  dilapidated  housing  in 
the  city  of  Cleveland.  The  couple  was  afraid  to  go  out  of  their 
apartment.  The  rent  they  had  been  paying  used  up  alaost  all  of  their 
incooe.  They  spent  their  days  alone,  eating  poorly.  Today,  they  are 
active  participants  in  the  activities  sponsored  by  the  tenants 
association.  Their  whole  life  has  been  turned  around. 

Another  person  living  at  the  R.  H.  Ifyers  Apartments  was  a  teacher  for 
nany  years  on  the  west  side  of  Cleveland.  She  has  no  family.  Her 
apartment  cost  consumed  more  than  half  her  income.   Due  to  partial 
blindness,  she  remained  secluded  in  her  apartment  in  her  retirement 
years,  even  though  she  was  physically  healthy.  Her  move  to  the 
Myers  Apartments  enabled  her  to  become  a  vibrant  person.  Because  of 
the  subsidy,  she  can  manage  her  money  better.  She  is  eating  properly 
and  she  is  productively  engaging  with  people  around  her. 

At  Council  Gardens  the  average  income  of  the  tenant  is  $428  a  month, 
or  $5,136  a  year.  The  202  program  enables  the  tenant  there  to  have 
a  safe,  clean,  digriified  environment  at  a  cost  that  doesn't  destroy 
them. 

There  is  a  tremendous  need  in  Cleveland  for  more  housing  of  this  kind. 
Our  Federation  has  studied  housing  needs  in  the  Jewish  coranunity. 
Several  years  ago,  our  Research  Department  conducted  a  study  of  the 
10,000  Jewish  aged  in  Cleveland.  We  found  thatt 

—  Almost  one-quarter  of  those  over  65  were  moderately  to  severely 
impaired  economically; 
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--  Fourteen  percent  of  our  older  Jewish  pop\ilation  believed  that 
they  would  need  to  move  for  financial  reasons; 

—  Half  have  no  children,  or  no  children  living  nearbyi  one-third 
live  alonei  for  these  people,  there  exists  no  social  or  economic 
support! 

—  Forty- five  percent  of  the  aged  were  estimated  to  have  incomes 
under  $10,000,  and  twenty  percent  under  $5,000  per  year. 

We  did  a  survey  three  years  ago  that  indicated  that  over  1,000  Jewish 
persons  are  known  to  be  in  need  of  and  qualified  for  subsidized 
housing,  in  addition  to  those  who  currently  live  in  a  subsidized 
facility.   We,  therefore,  created  Jewish  Commiinity  Housing,  a  non- 
profit corporation,  to  help  stimulate  more  subsidized  housing,  and 
received  a  HUD  loan  to  build  100  units  now  under  construction.  But 
the  need  continues.   Council  Gardens  has  a  waiting  list  of  240  people. 
The  R.  H.  Ifyers  Apartments  has  a  waiting  list  of  300,  for 
its  42  subsidized  units,  and  over  100  for  its  market  rate  units  at 
a  time  when  the  regular  market  in  Cleveland  is  experiencing  vacancies. 
For  the  building  we,  are  now  constructing,  we  have  over  650  waiting 
for  the  ipplicationa.   This  is  all  due  to  word-of-B30Uth  and  stories 
that  have  appeared  in  the  newspapers  over  the  past  year.  We  estimate 
that  more  than  double  that  number  will  seek  applications  when  we 
begin  the  formal  advertising  phase. 

The  Cuyahoga  Metropolitan  Housing  Authority,  our  public  housing 
authority  in  Greater  Cleveland,  has  7,000  suites  in  25  buildings  for 
older  persons,  with  a  waiting  list  of  over  1,400  people.  Here,  too. 
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the  waits  are  for  years.   In  suburban  Cleveland  alone,  there  are  3,800 
elderly  on  waiting  lists  for  various  subsidized  buildings,  even  though 
2,100  suites  hav<  been  built  in  Cuyahoga  County  during  the  last  four 
years.  Yet,  under  the  plans  projected  by  the  administration,  there 
will  be  only  325  new  suites  available  for  the  entire  State  of  Ohio^ 
in  the  face  of  the  need  for  thousands. 

Nationally,  the  picture  is  very  similar.   Today: 

—  One  in  every  nine  Americans  is  over  the  age  of  65,  and  this  will 
grow  to  one  in  eight  by  the  year  2000. 

—  Thirty-eight  percent  of  the  population  is  over  the  age  of  75,  and 
by  the  year  2000  thpy  will  represent  nearly  one  out  of  two  older 
persons . 

—  The  income  of  older  Americans  is  about  half  that  of  the  under-65 
population,  and  elderly  Americans  are  disproportionately  represented 
among  those  that  are  in  need  of  federally-assisted  housing.  More 

of  them  are  poor  and  thus  unable  to  afford  suitable  private  housing. 
Elderly  poor  are  often  in  worse  economic  straits  than  the  non-sl'derly 
poor,  partly  beicause  they  are  less  able  to  find  work  to  augment 
their  inadequate  income.   Further,  the  elderly  are  more  likely  to 
haVte  expenses  for  health  problems. 

We  believe  that  the  Section  202  Program  is  an  important  way  for  ths 
government  and  our  country  to  respond  to  these  needs.  It  is  also  a 
way  for  ths  government  and  ths  private  sector  to  work  together  to  iaprovs 
the  quality  of  life  of  older  persons.  I  have  repeatedly  pointed  to  th« 
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way  we  do  more  than  just  provide  housing.  He  go  beyond  bricks  and 
mortar:   we  provide  services  to  people  as  well;  we  provide  for  meals; 
we  provide  for  stimulating  recreational  activities;  and  we  have  avoided 
premature,  costly  institutionalization.  All  of  this  is  the  result  of 
careful  planning  by  citizen  led  organizations,  like  otu:  Federation, 
doing  a  meticulous  planning  job,  integrating  existing  services  to  the 
elderly  with  housing  programs,  and  using  private  funding  in  partnership 
with  government  subsidy.   It*s  truly  a  model  of  "the  American  way". 
Subsidized  housing  for  those  with  real  economic  need  should  be  encouraged 
and  expanded. 

Mr.  Goodman.  Let  me  close  for  a  second,  if  I  might.  While  we 
have  focused  on  Cleveland  and  what  we  are  doing  in  our  federation 
in  the  Greater  Cleveland  area,  we  are  really  here  today  also  repre- 
senting the  Council  of  Jewish  Federations,  which  involves  210  such 
federations  and  approximately  800  social  service  agencies  of  the 
type  we  have  discussed  here  this  morning. 

Thank  you. 

Ms.  Oakar  [presiding].  Thank  you  very  much  for  your  excellent 
testimony.  I  just  want  to  put  on  my  aging  committee  hat  for  a 
minute.  The  members  of  the  Jewish  Community  Federation  have 
testified  before  our  aging  committee  because,  to  my  knowledge, 
there  are  no  better  programs  for  the  elderly  than  the  Jewish  Com- 
munity Federation  offers.  Your  homes  for  the  aged  program  is  es- 
pecially unique  in  the  manner  in  which  you  have  ambulatory  care 
for  people  and  care  for  people  who  have  more  intensive  needs. 

When  you  talk  about  the  needs  of  the  elderly  in  this  particular 
program  you  know  what  you  are  talking  about.  You  have  done  a 
superior  job,  as  you  pointed  out,  Mr.  Goodman,  relating  the  private 
sector  moneys  with  Government  kinds  of  programs.  It  is  a  very 
unique  relationship. 

Let  me  3deld  to  my  colleagues  before  I  ask  my  questions,  but  I 
did  want  to  make  these  points.  We  are  really  happy  to  have  you  as 
witnesses  because  you  know  what  you  are  talking  about. 

Mr.  Stanton. 

Mr.  Stanton.  Thank  you  very  much,  Mary  Rose. 

Mr.  Hoffman,  I  have  to  tell  you  that  I  think  your  statement  may 
be  to  me  the  most  meaningful  statement  I  have  heard  in  these 
series  of  hearings  on  housing.  To  a  degree  they  more  relate  to  the 
subject  Mary  Rose  was  talking  about,  referring  to  the  aging,  but 
what  you  have  hit  upon  in  your  testimony  in  relationship  to  hous- 
ing and  getting  the  maximum  amount  of  housing  to  those  who 
need  it — and  in  this  case  you  are  concentrating  on  the  elderly — it 
is  a  problem  that  has  bothered  me  for  a  number  of  months. 

I  am  not  sure  that  this  must  be  nationwide,  but  it  certainly  is 
true  in  our  own  State  of  Ohio.  A  gap  exists  between  projects  simi- 
lar to  yours  in  east  Cleveland,  which  in  some  wajrs  I  could  compare 
to  the  care  out  in  the  country  in  Lake  County,  where  we  have  an 
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excellent  home  for  the  aged.  It  has  been  true  historically  and  it  is 
run  now  by  a  fellow  by  the  name  of  Bob  Johnson,  who  is  a  former 
mayor  of  one  of  our  communities. 

We  got  into  a  great  discussion  a  month  ago  with  him  on  what  he 
felt  is  a  growing  concern,  and  that  is  the  subsidy  in  202  of  about 
$5,000  or  $6,000  a  year.  Under  arrangements  for  that  type  of  care 
in  a  nursing  home  you  jump  all  the  way,  as  you  say,  up  to  $18,000 
to  $20,000.  It  is  the  same  out  there  as  it  is  in  Cleveland  and  that  is 
a  tremendous  gap. 

His  point  was  that  he  cannot  perform  even  the  veiy  minimftl 
amount  of  care  for  his  residents,  there  at  the  home.  So  I  said  well, 
why  don't  you  get  a  nurse  in?  Well,  you  get  into  all  kinds  of  com- 
plications and  problems  in  moving  from  this  type  of  care  to  fully 
hospitalized  or  semiambulatory  nursing  care,  and  fantastic  costs. 

You  are  alluding  to  much  the  same  thing  in  the  amount  of 
money  that  we  do  save,  in  reality,  in  providing  a  little  bit  more 
medical  care  in  these  facilities. 

I  wonder,  if  I  asked  him  to  come  see  you — I  am  interested  in  this 
subject,  to  explore  it  a  little  bit  further,  this  gap  that  seems  to 
exist.  He  has  done  a  medical  care  program — but  it  immediately 
jumps  $5,000  or  $6,000  and  in  many  cases,  of  course,  regrettably  for 
that  interim  case,  it  is  far  less  desirable  for  that  particular  elderly 
person.  It  is  just  a  big  step  down  for  him,  in  fact. 

So  I  think  we  should  really  pursue  this  a  little  bit  more  and  get 
him  further  facts  and  information  from  HHS.  So,  if  it  is  all  right 
with  you,  I  will  have  him  get  in  touch  with  you  and,  once  again, 
many  thanks. 

Mr.  Hoffman.  Thank  you.  We  would  be  delighted  to  be  of  any 
assistance  that  we  could  be. 

Ms.  Oakar.  Thank  you  very  much.  Mr.  Vento,  did  you  have  a 
question? 

Mr.  Vento.  Well,  Madam  Chairperson,  I  do  not  know  if  I  really 
have  any  questions.  I  guess  I  do  have  some,  but  I  am  just  very,  very 
pleased  at  the  quality  of  the  testimony.  I  just  sot  through  reading 
bishop  James  Lyke's  testimony  from  Cleveland.  I  think  we  face  a 
unique  time. 

I  think  that  this  recognizes  clearly  the  nature  of  the  paradox  in 
the  Judeo-Christian  ethic.  I  think  this  puts  forth  to  us  the  chal- 
lenge that  we  face  and  what  the  mission  is  that  you  have  been  ftd- 
fiUing. 

I,  too,  share  your  concern  that  you  have  developed  an  infrastruc- 
ture based  on  the  fact  that  there  would  be  national  programs  and 
now  that  infrastructure  seems  to  be  dissipating  or  at  least  in  a  neg- 
ative mode.  You  know,  shouting  aside,  i  think  there  have  been  a 
lot  of  questions  and  accuations  back  and  forth  about  why  we  are 
here.  But  obviously  if  everything  worked  there  would  still  be  a 
question  of  fairness  in  terms  of  the  economic  policy. 

But  it  is  clear,  I  think,  that  even  given  the  most  optimistic  type 
of  budget  that  we  would  not  be  meeting  all  of  those  particular 
needs  that  you  have  identified.  I  guess  you  are  not  experts  in  hous- 
ing, but  in  terms  of  telling  us  the  magnitude  of  the  problem  I  think 
you  have  stated  it  very  well  and  what  you  feel  your  responsibilibr 
is  and  the  national  government's  responsibility  is  to  work  with 
these  problems. 
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You  know,  we  are  struggling  to  look  for  new  means  to  do  this, 
but  obviously,  without  resources  and  with  the  recession  that 
nobody  wants  but  we  have,  it  is  becoming  increasingly  difficult.  I 
read  with  some  interest  the  reference  the  bishop,  made  with  re- 
spect to  the  fact  that  a  car  was  parked  in  the  Twin  Cities  area  of 
St.  Paul-Minneapolis,  Minn. — the  area  I  represent — and  that  the 
owner  left  a  few  blankets  in  there  and  people  huddled  in  there  to 
keep  out  of  the  cold. 

Frankly,  we  have  opened  up  centers  for  those  without  a  place  or 
shelter  to  sleep  at  night.  We  are  dealing  with  a  crisis  right  now.  Is 
that  true  of  the  Cleveland  area?  Do  we  have  these  scune  types  of 
problems  occurring  in  other  areas? 

I  see  Mr.  Hoffman  nodding.  Mr.  Hoffman? 

Mr.  Hoffman.  Those  are  the  problems  that  exist.  You  just  have 
to  open  the  newspaper,  unfortunately,  and  read  about  it.  I  think 
Congresswoman  Oakar  would  know  it  even  better  than  we. 

Mr.  Vento.  Well,  I  hope  we  can  deal  with  that.  Maybe  we  should 
look.  Do  you  think  we  should  take  some  of  the  limited  resources 
that  we  are  likely  to  be  allocated  here  and  try  to  deal  with  that? 
Would  that  be  a  priority  over  and  above,  for  instsmce,  section  8? 
What  would  you  think? 

Mr.  Hoffman.  I  don't  think  we  are  in  a  position  to  suggest  how 
to  deal  with  the  priorities  vis-a-vis  section  8.  Our  experience,  frank- 
ly, is  pretty  much  focused  on  housing  needs  of  the  elderly.  We 
came  today  to  emphasize  our  belief  that  cuts  in  the  202  program 
are  not  going  to  help  the  country  socially  and  ultimately  make  bad 
economic  sense  for  our  government. 

Mr.  Vento.  You  have  worked  with  section  202  and  some  of  these 
other  programs.  To  your  knowledge,  have  you  had  any  difficulty? 
Do  you  manage  projects?  Is  that  what  you  do? 

Mr.  Hoffman.  We  have  two  buildings  that  our  agencies  manage 
and  we  have  a  third  going  up  that  we  will  also  manage. 

Mr.  Vento.  May  I  direct  a  question  to  Mr.  Belew? 

Dr.  Belew,  I  read  your  testimony.  It  is  very  good.  Do  you  have 
contact  with  individuals  that  are  also  managing  various  types  of 
assisted  projects  in  section  8  or  otherwise — 202? 

Dr.  Belew.  Yes,  sir,  we  do. 

Mr.  Vento.  Have  you  had  the  experience  in  any  recent  changes 
in  the  management  being  utilized,  that  is  to  say — I  would  hope 
maybe  you  could  take  this  question  back  if  you  cannot  answer  it — 
in  an  instance  where  there  is  an  effort  where  you  have  an  archdio- 
cese or  an  area  where  they  have  taken  on  an  administrative  re- 
sponsibility, having  difficulty  with  it? 

This  frequently  happens  with  some  assisted  projects.  Sometimes 
they  get  on  the  rocks  in  terms  of  the  problems  that  come  about.  In 
fact,  sometimes  we  find  that  they  change  from  a  co-op  to  a  differ- 
ent type  of  management  system  because  one  did  not  work.  Have 
you  detected  any  change  in  policy  which  would  seem  to  indicate  a 
disinterest  or  disregard  with  regard  to  the  new  administration  with 
regard  to  these  projects?  Can  you  identify  any  of  those  for  us? 

Dr.  Belew.  I  do  not  know  of  any  projects  that  have  been  operat- 
ed by  the  Southern  Baptists  that  have  come  upon  hard  times  due 
to  mismanagement,  not  that  we  have  perfect  managers,  but  we  are 
very  cautious  as  we  get  into  them. 
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However,  we  do  deal  S3nnpathetically  with  projects  that  are  in 
trouble  and  have  problems  with  management.  I  recently  had  con- 
versation with  Mr.  (jeorge  Rush  from  Houston,  Tex.,  who  had  been 
working  and  worked  previously  with  Leon  Jaworski  in  develop- 
ment and  building  of  some  projects.  Later  some  of  these  came 
across  hard  times  in  management.  Now  Mr.  Rush,  along  with 
groups  of  laborers  seeking  to  rehabilitate  and  take  these  over  and 
provide  adequate  management — yes,  there  have  been  problems 
that  we  have  observed.  I  do  not  luiow  that  I  could  pinpoint  them. 

Mr.  Vento.  Yes.  Well,  the  reason  I  just  want  to  alert  you  to  this 
is  because  I  have  had  a  project  in  my  area  which  the  archdiocese 
took  over,  a  troubled  project,  and  now  it  seems  as  though  there  is  a 
push  to  decrease  the  direct  Federal  assistance  and  go  to  private 
S3nidication,  make  private  partners  a  part  of  what  has  been  a  non- 
profit function  which  obviously,  if  you  take  over  any  troubled  proj- 
ects or  you  know  anyone  who  is  doing  that  I  would  like  to  get  a 
bi^er  picture  of  it  tlian  what  we  have. 

But  I  think  the  concern  I  have  is  maintaining — at  least  main- 
taining— that  which  we  have  in  terms  of  assisted  low-income  hous- 
ing, much  of  it  which  could  not  be  duplicated  today  without  a  tre- 
mendous investment  all  at  once,  ana  to  sort  of  leave  this  slide 
away  from  being  in  public  service  to  low  income  I  think  would  be  a 
great  mistake. 

We  have  a  great  battle,  for  instamce,  with  HUD's  efforts  to  sell 
off  a  lot  of  troubled  projects  and  buildings  and  so  forth.  While  it 
might  be  a  good  revenue  raiser,  it  is  probably  going  to  be  a  disaster 
in  terms  of  providing  low-income  housing.  What  they  ought  to  do  is 
get  those  things  fixed  up,  get  them  on  their  feet,  get  them  running. 

I  think  that  is  the  challenge  to  charitable  org€uiizations  like 
yourselves,  to  say  take  those  projects  and  go  with  them  and  give 
you  every  encouragement  and  every  opportunity  so  that  you  can 
meet  that  with  the  least  invesment.  I  mean,  that  is  what  we  have 
available  and  I  am  afraid  that  we  seem  to  be  going  in  the  opposite 
direction,  that  even  those  units  that  are  now  in  assisted  housing 
are  being  dissipated  and  spun  off  so  that  we  do  not  have  the  re- 
sponsibility in  the  long  nm. 

Of  course,  that  means  less  of  a  commitment  and,  you  know,  we 
talked  about  sections  8  and  202.  We  are  talking  30  years.  We  also 
have  proiects,  incidentally,  which  have  run  out  the  life  of  their  con- 
tract, public  housing  projects,  and  others  that  have  run  out  the  life 
of  their  contract. 

I  think  here  a^ain  enters  an  opportunity  for  charitable  nonprofit 
organizations,  whether  church  related  or  not,  to  take  over  those 
particular  responsibilities.  But  I  think  all  too  often  if  you  look  over 
the  topography  we  have  some  winners  in  terms  of  public  housing, 
assisted  housing.  They  work.  And  we  have,  probably,  some  losers. 

But  I  think  all  too  often  the  private  sector  is  ready  to  leave  us 
with  the  losers,  but  they  are  glad  to  buy  the  winners  for  bargain 
basement  prices  and,  of  course,  then  they  are  converted  into  some- 
thing that  is  not  housing  for  low-income  people. 

So  a  couple  of  questions  here  and  I  hope  that  we  can  work  with 
you.  I  very  much  respect  and  appreciate  the  fact  that  you  have 
come  forth  and  offered  this  testmiony.  I  appreciate  the  great  re- 
sponsibility that  you  have  assumed  in  voicing  your  concerns  with 
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respect  to  the  direction  of  public  policy  and  the  needs  of  low 
income  people  for  shelter.  So  we  appreciate  it  very  much  and  it 
will  be  very  helpful  for  us  as  we  try  to  sort  through  this  issue. 

Thank  you,  Madam  Chairman. 

Ms.  Oakar.  Thank  you  very  much,  Congressman. 

Let  me  point  out  on  page  2  something  that  I  think  is  very  simifi- 
cant.  Sometimes  we  get  very  penny  wise  and  pound  foolish  and  you 
point  out  that  by  providing  for  the  economics  of  the  subsidized 
housing  program  you  are  actually  saving  taxpayers'  money  because 
you  are  saving  on  the  institutionalizing  the  elderly  when  these 
people  simply  need  a  good  meal  and  a  decent  roof  over  their  heads. 
I  think  that  is  a  venr  fine  point. 

The  other  area  that  I  would  like  to  refer  to  is  Menorah  Park, 
which  is  such  an  ideal  situation — the  fact  that  81-year-old  people, 
or  older,  congregate  in  living  circumstcmces,  do  much  of  their  own 
housekeeping  chores,  and  so  .on.  I  visited  Menorah  Park.  It  abso- 
lutely contributes  to  their  vibrance  and  their  youth  to  share  in 
these  opportunities. 

Many  of  the  people  do  have  the  expected  disabilities  and  you  pro- 
vide the  kinds  of  services  that  are  necessary,  and  yet  they  are  not 
in  an  institutionalization  situation.  You  have  really  made  it  a 
home  for  people  that  they  feel  very  much  a  part  of. 

My  own  feeling  is  that  this  kind  of  situation  which  works  so  well 
ought  to  serve  as  a  model  throughout  the  country.  As  mv  colleague 
from  Minnesota  points  out,  so  often  the  management  of  these  pro- 
grams is  where  it's  at  and  that's  where  the  creative  ideas  originate. 

In  my  own  city — and  I  am  sure  this  is  not  the  case  ever3rwhere — 
I  would  just  as  soon  get  rid  of  the  Cuyahoga  Metropolitan  Housing 
Authority — this  is  for  the  record — and  allow  private  groups  such  as 
yourselves  to  assume  the  responsibility  in  conjunction  with  receiv- 
ing the  funds  to  do  it. 

You  mentioned  section  202.  We  are  very  happy  to  hear  your  ex- 
pression of  concern  for  those  programs,  your  projects  and  concern 
for  the  fact  that  even  when  you  build  a  project  you  have  a  waiting 
list  which  is  exceptionally  long.  I  would  like  to  ask  the  panel  a 
little  more  about  the  concept  of  shared  housing. 

I  know  in  the  Heights  area,  for  example,  many  of  the  people  who 
live  in  somewhat  larger  homes  would  like  to  stay  in  their  homes, 
but  usually  utility  bills  are  just  beyond  their  means.  What  chance 
do  you  see  for  shared  housing  to  add  to,  but  not  substitute  for,  ex- 
isting programs?  Do  you  see  anything  in  that  area  working  where- 
by an  individual  who  would  like  to  stay  in  his/her  home  could  re- 
ceive some  kind  of  subsidy  for  having  other  older  Americans,  for 
example,  who  qualify,  live  in  a  congregate  situation  in  a  home? 

Do  you  think  that  would  work,  or  would  we  have  to  try  pilot 
projects?  What  is  your  concept  of  this?  Who  would  like  to  respond? 

Mr.  Hoffman.  We  are  exploring  it  now.  I  made  reference  to  the 
Jewish  Community  Housing.  Its  original  purpose  was  to  organize 
itself  to  be  eligible  for  section  202  programs.  However,  thinking 
about  the  fact  that  the  gentleman  from  Minnesota  mentioned, 
there  is  not  a  limitless  pot  in  the  amount  of  money  that  has  been 
available.  We  have  been  exploring  other  options  for  how  to  help 
older  persons  as  well,  and  we  have  a  special  group  that  is  looking 
into  the  shared  living  idea. 
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We  met  recently  with  a  staff  member  from  the  Ohio  Commission 
on  Aging  and  looked  at  examples  of  this  kind  of  housing  taking 
place  around  the  country.  You  may  know  Sid  Specter  of  our  com- 
munity, who  is  chairing  our  group.  He  has  an  avid  interest  in  this 
area.  We  will  make  something  happen  in  this  realm. 

If  there  were  variations  on  Government  funding  that  would 
assist  it,  it  would  make  it  more  possible.  We  intend  to  at  least  find 
a  way  on  a  pilot  basis  to  make  it  possible  without  Government 
funds  and  I  believe  that  the  Jewish  Federation  in  St.  Louis  has  a 
pilot  program  like  this  involving  about  a  dozen  or  so  people  where 
they  share  apartments  in  different  parts  of  St.  Louis. 

It  is  an  idea  whose  time  is  overdue  and  the  assistance  that  might 
be  forthcoming  from  the  legislation  you  are  introducing  would  be 
welcome. 

Ms.  Oakar.  We  would  like  to  ask  you,  Mr.  Hoffman  and  Mark 
Talisman,  who  is  a  very  fine  director  here,  if  you  can  cite  exam- 
ples. I  know  Mark  has  pointed  out  to  me  that  there  is  a  fine  exam- 
ple in  Washington,  but  one  of  the  stumbling  blocks  is  we  have  to 
get  over  the  bureaucracy  of  thinking  that  once  we  have  this  con- 
cept the  people  who  qualify  lose  their  other  Government  programs, 
which  is  disincentive  for  them  to  participate  in  what  is  a  logical 
idea  that  might  serve,  at  least  in  part,  to  ease  the  elderly  housing 
crisis. 

We  are  trying  to  fill  a  need  and  we  are  trying  to  get  over  that 
block  by  some  language  that  would  help.  If  you  have  any  examples 
we  would  love  to  nave  them  for  the  record  because  of  the  Chair's 
and  other  Members'  interest  in  this  situation  as  an  alternative. 

Dr.  Belew,  do  you  have  a  comment? 

Dr.  Belew.  I  think  it  is  an  excellent  concept  and  we  have  ex- 
plored it  and  will  engage  in  it,  whether  the  Government  helps  or 
not.  I  think  it  has  an  essential  implication,  particularly  in  connec- 
tion with  smaller  churches. 

Communities  of  people  that  have  lived  together  and  been  togeth- 
er for  a  long  time,  if  they  should  have  an  opportunity  of  conmiuni- 
ty  housing  facilities  where  they  could  continue  to  be  mutually  sup- 
portive, it  would  be  excellent. 

I  think  that  lay  persons  could  be  utilized  in  renovating  existing 
housing,  but  I  do  think  some  basic  funds  are  going  to  be  needed  to 
help  accomplish  this. 

Ms.  Oakar.  Well,  thank  you  very  much.  I  wanted  to  mention  to 
the  panel  that  Rev.  Walter  Fauntroy,  who  is  a  member  of  our  com- 
mittee, would  like  to  put  your  statement.  Dr.  Belew,  in  the  Con- 
gressional Record,  and  I  will  be  putting  in  Bishop  Lyke's,  Mr. 
Goodman's  and  Mr.  Hoffman's  statement  in  the  Congressional 
Record. 

Thank  you  for  your  very  important  testimony. 

Our  next  panel,  and  we  appreciate  their  patience,  is  Rev.  Stanley 
F.  Knock,  Jr.,  who  is  the  Washington  representative  and  secretary 
for  the  board  of  directors  of  the  Inter-Religious  Coalition  for  Hous- 
ing; Dr.  J.  Terry  Wingate  of  the  American  Baptist  Churches, 
U.S.A.;  Rev.  Carlton  E.  Franzen,  manager  of  the  MuMenberff  (har- 
dens Nursinff  Home  in  Jersey  City,  N.J.,  representing  the  Luweran 
Housing  Co€ilition;  the  Reverend  Gerald  Hopkins,  Southern  Presby- 
terian Church  and  chairman  of  the  Fairfax  County  Housing  Au- 


Digitized  by 


Google 


1679 


thority;  the  Rev.  Lincoln  S.  Dring,  Jr.,  president,  Robert  Pierre 
Johnson  Housing  Development  Corp.,  United  Presbyterian  Church, 
U.S.A.,  Housing  Committee,  Community  Ministry  of  Montgomery 
County,  Interfaith  Conference  of  Metropolitan  Washington;  and 
Mrs.  Virginia  Peters,  who  is  the  executive  director  of  the  Wesley 
Housing  Development  Corp.  in  Alexandria,  Va.,  representing  the 
United  MethodLst  Board  of  Churches  and  Society,  Division  of 
Human  Welfare. 

We  are  really  very  pleased  to  have  such  a  distinguished  panel 
testify.  I  would  like  to  ask  Reverend  Knock  to  proceed  in  whatever 
manner  is  comfortable. 

STATEMENT  OF  REV.  STANLEY  F.  KNOCK,  JR,  WASHINGTON  REP- 
RESENTATIVE  AND  SECRETARY  FOR  THE  BOARD  OF  DIREC- 
TORS, INTER.RELIGIOUS  COALITION  FOR  HOUSING 

Mr.  Knock.  Thank  you,  Madam  Chairman.  My  name  is  Stanley 
Knock.  I  am  secretary  of  the  board  of  directors  of  the  Inter-Reli- 
gious CToalition  for  Housing  and  Washington  representative  of  the 
coalition.  We  represent  17  national  religious  groups  and  over  3,000 
individual  members.  We  have  one  or  more  aspects  of  housing  min- 
istries as  a  major  concern  and  we  meet  regularly  to  coordinate  our 
respective  ministries  and  develop  a  cohesive  program  of  such  min- 
istries for  our  constituents  at  the  national,  regional,  and  local 
levels  of  the  country. 

Also,  for  the  past  8  years  I  have  served  as  the  housing  consultant 
of  the  National  Division  of  the  Board  of  Global  Ministries  of  the 
United  Methodist  Church  headquartered  in  New  York  City.  In  that 
capacity  I  have  worked  directly  with  many  regional  and  local 
groups  in  developing  their  specific  housing  ministries  directed  at 
the  alleviation  of  a  multitude  of  housing  problems  all  across  the 
country. 

Before  that,  I  served  as  the  founder  and  president  of  the  Commis- 
sion on  Housing  and  Community  Development  of  the  Baltimore 
Annual  Conference  of  the  United  Methodist  Church  here  in  the 
middle  Atlantic  region. 

All  of  this  is  simply  by  way  of  identifying  that  I  have  worked  for 
over  16  years  for  the  direct  implementation  of  specific  housing 
ministries  at  the  community  level,  as  well  as  for  the  development 
of  many  of  the  existing  housing  and  community  development  laws 
passed  at  the  Federal  and  State  level.  I  have  ateo  authored  a  book, 
"Housing  Costs  and  Housing  Needs,"  in  coi^junction  with  the  late 
Alexander  Greendale,  which  is  still  in  print  as  a  basic  resource  in 
the  field. 

Furthermore,  I  serve  as  the  president  of  the  Council  of  Churches 
of  Greater  Washington.  I  am  pleased  to  say  that  the  Council  of 
Churches  operates  two  large  300-bed  shelters  for  homeless  men  in 
the  District  of  Columbia  every  night  as  a  part  of  its  housing  minis- 
try. 

My  purpose  today  is  to  lay  before  you  a  basic  statement  that  it  is 
the  social  justice  issues  which  undergird  the  development  and 
maintenance  of  the  housing  laws  of  this  Nation,  and  to  plead  with 
you  not  to  let  these  policies  be  eroded  or  emasculated. 
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It  is  all  too  easy  to  get  caught  up  in  the  specifics  of  particular 
programs  and  to  miss  the  basic  issue  that  we  have  a  national  com- 
mitment to  see  that  persons  are  housed  in  safe,  sanitary,  and 
decent  housing  as  a  basic  right  to  their  citizenship  in  the  United 
States  and  as  a  basic  human  right  as  the  children  of  God. 

At  its  heart,  the  present  debate  must  be  seen  as  a  socicd  justice 
issue.  To  divert  our  attention  primarily  to  specific  programs  or 
mechanisms,  as  important  as  they  are,  is  to  miss  the  basic  point  of 
the  issue;  namely,  vast  portions  of  our  population  are  severely  ill- 
housed  and  deserve  better  treatment  and  greater  concern  by  their 
fellow  citizens. 

A  radically  altered  situation  has  come  into  being  as  regards  Fed- 
eral housing  programs.  Up  to  now  there  have  been  numerous  op- 
portunities for  local  people  to  be  involved  in  various  housing  minis- 
tries. They  could  sponsor  elderly  housing  and  undertake  various 
types  of  rehabilitation  projects  with  Federal  financing  assistance. 
They  could  work  with  local  housing  authorities  and  other  groups  to 
see  that  people  in  need  of  public  and  subsidized  housing  knew  how 
to  receive  these  benefits.  It  was  even  possible  to  monitor  the  com- 
munity development  block  grant  program  and  its  housing  assist- 
ance plan  to  be  sure  these  funds  are  being  spent  to  benefit  individ- 
uals and  families  in  need  of  better  human  shelter. 

But  it  is  the  clear  intention  of  the  present  administration  in 
Washington  to  change  all  of  that  radically.  They  intend  to  use 
every  procedure  at  their  command  to  dismantle  every  Federal 
housing  subsidy  program  they  can  attack.  It  is  no  longer  a  question 
in  their  minds  of  cutting  out  the  waste  or  abuses  which  they  think 
might  exist. 

Rather,  they  are  seizing  every  opportunity  to  eliminate  entire 
programs  such  as  elderly  housing,  rental  subsidies,  various  Farm- 
ers' Home  Administration  programs,  and  public  housing  programs. 
They  are  seeking  to  change  the  course  of  history  which  has  devel- 
oped in  this  country  during  the  past  40  years  as  regards  the  Feder- 
al role  of  striving  to  guarantee  safe,  sanitary,  and  decent  housing 
for  all  of  our  citizens.  It  is  their  goal  to  leave  the  providing  of  hous- 
ing to  the  private  market  sector,  which  means  that  if  you  have 
money  you  can  buy  what  you  can  afford,  and  if  you  do  not  have  the 
money  you  are  out  in  the  cold. 

It  is  a  cruel  untruth  to  claim  that  those  who  are  truly  in  need 
will  not  be  hurt.  For  if  the  proposal  to  dismantle  the  entire  Federal 
housing  program  activity  succeeds,  it  will  be  exactly  those  in  most 
need  who  mil  suffer  the  most  since  they  will  not  have  the  re- 
sources. But  in  truth  everyone  will  suffer  since  there  is  an  expand- 
ing population  and  a  declining  supply  of  housing  for  all  sectors  of 
the  population. 

There  is  no  evidence  that  interest  rates  will  lower  significantly. 
Rather,  there  is  every  reason  to  believe  that  interest  rates  wul 
remain  at  unconscienably  high  levels  for  the  foreseeable  future. 
Since  that  is  one  of  the  most  expensive  elements  of  securing  hous- 
ing, the  lack  of  any  kind  of  subsidy  for  those  at  the  lower  end  of 
the  economic  ladder  will  mean  no  housing  can  be  secured  in  the 
private  market. 

Rental  housing  is  already  largely  being  abandoned  by  the  private 
market  producers  and  owners — because  that  is  what  condominium 
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conversion  is  really  all  about — so  there  is  every  likelihood  that 
there  will  be  a  greater  shortage  should  the  various  rental  assist- 
ance plans  be  terminated  as  the  Senate  Republicans  have  suggest- 
ed. 

The  issue  is  now  that  housing  for  the  elderly,  the  poor,  the 
h£uidicapped  is  one  of  social  justice.  Since  the  religious  community 
has  always  sided  with  those  in  need,  and  frequently  raises  the  ciy 
of  social  justice  on  behalf  of  those  whose  needs  are  being  abrogatea, 
once  again  we  have  our  task  set  out  before  us.  It  is  the  main  item 
of  business  on  the  religious  community's  agenda  now. 

The  Inter-Religious  Coalition  for  Housing  has  been  responsible 
for  assisting  more  than  400,000  families  to  achieve  more  adequate 
and  affordable  housing  during  the  past  16  years,  primarily  by  spon- 
soring nonprofit  housing  corporations  at  the  local  and  regional 
levels  under  such  programs  as  221(dX3);  235,  236,  section  8  and  es- 
pecially for  the  elderly  under  the  section  202  program.  This  is  an 
enviable  record  for  the  religous  section  of  our  Nation. 

But  it  is  a  very  small  beginning,  and  we  are  prepared  to  increase 
it  many  times  over  if  the  existing  mechanisms  are  adequately 
funded.  The  need  is  so  very  great  that  even  if  every  possible  re- 
source were  made  available  the  need  would  still  not  be  adequately 
met.  We  are  prepared  to  do  our  utmost,  but  much  more  needs  to  be 
done  through  the  various  program  incentives  which  are  currently 
on  the  books  and  which  could  be  added. 

But  what  is  really  needed  is  a  national  commitment  which  is  un- 
wavering and  not  subject  to  the  policy  winds  of  philosophical  argu- 
ment. As  long  as  our  poor  people  and  middle-income  people,  the  el- 
derly and  hcSidicapped  people,  and  our  young  people  cannot  even 
afford  to  enter  the  housing  market  as  renters,  to  say  nothing  as 
purchasers,  something  is  basically  wrong  with  the  supply  and  dis- 
tribution system  of  housing  in  our  country. 

We  need  to  remedy  that  situation.  As  long  as  thousands  upon 
thousands  of  people  roam  our  city  streets  as  truly  homeless,  with 
literally  no  place  to  lay  their  heads  each  night,  then  something  is 
basically  wrong  with  our  society  which  needs  correcting.  It  is  to 
that  change  that  I  wish  to  urge  your  attention. 

My  concern  is  based  in  large  part  upon  the  housing  statement 
which  the  United  Methodist  General  Conference  adopted  in  the 
spring  of  1980  as  its  basic  housing  statement,  and  one  which  I  feel 
needs  to  be  at  the  heart  of  all  of  our  deliberations.  For  the  same  of 
economy  of  time  you  will  permit  me  to  quote  portions  of  it: 

The  scriptures  look  ahead  to  that  ideal  day  when  all  persons  will  enjoy  pleasant, 
peaceful  and  secure  shelter.  In  many  portions  of  the  gospel,  we  find  /esus  seeking 
out  homes  for  retreat  and  renewal,  for  fellowship  and  hospitality.  All  persons  are 
entitled  to  dwelling  places  that  provide  for  privacy  and  recreation. 

The  Social  Principles  of  the  United  Methodist  Church  declares:  "We  hold  govern- 
ments to  be  responsible  for  guarantee  of  the  right  of  adequate  shelter."  We  affirm 
this  right  as  well  as  the  assertion  of  the  1972  General  Conference  that  "housing  for 
low  income  persons  should  be  given  top  priority".  Love  of  neighbor  demands  that  we 
care  about  how  adequately  our  neighbors  are  sheltered. 

Whether  it  is  at  the  local,  regional,  or  national  level,  the  religous 
community  stands  prepared  to  do  its  full  share  in  meeting  the  shel- 
ter needs  of  its  neighbors.  But  it  cannot,  repeat,  cannot  do  it  alone, 
as  some  have  suggested  recently.  The  need  is  just  too  great;  the 
technical  problems  of  providing  housing  in  its  many  multiple  forms 
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of  construction,  financing,  management,  and  occupancy  require  a 
comprehensive  and  cooperative  partnership  between  the  religious 
community  and  the  forces  of  the  marketplace  and  the  various  arms 
of  Government. 

It  is  a  team  approach  which  is  called  for,  one  which  uses  the 
strengths  of  each  of  the  components  and  together  builds  the  neces- 
sary housing.  And  it  is  the  latter  point  which  seems  to  need  stress- 
ing today;  namely,  housing  needs  to  be  built  in  enormous  quantity 
to  meet  the  needs  of  people.  There  is  no  such  thing  as  an  adequate 
supply  of  housing,  either  rental  or  purchase,  for  the  majonty  of  the 
low-income  people  of  this  country. 

The  religious  community  stands  ready  to  do  its  share  in  adding 
to  that  supply,  but  it  needs  the  cooperative  assistance  of  financial 
institutions,  local  communities'  legislative  and  administrative  agen- 
cies, and  the  Federal  Government.  Give  us  that  cooperation  and  we 
will  do  our  part,  as  we  have  been  doing  for  the  past  decade  and  a 
half  and  long  before  that,  if  one  counts  the  independent  efforts  of 
homes  for  the  aging,  nursing  homes,  and  even,  in  ancient  days, 
alms  houses. 

What  is  needed  today  is  a  sense  of  national  commitment  to  the 
principle  that  this  partnership  must  be  developed,  strengthened 
and  expanded  to  a  level  adequate  to  meet  the  needs  of  our  people. 
It  really  is  a  matter  of  will  power. 

In  the  face  of  affluence  we  need  once  again  to  heed  the  admoni- 
tion of  the  parable  of  the  Good  Samaritan,  that  when  we  see  the 
bandit's  victim  l3ning  in  the  ditch  we  are  called  upon  to  go  and  give, 
in  the  apt  words  of  J.  B.  Phillips'  translation  of  the  scripture, 
"practical  S3rmpathy." 

We  need  to  invest  our  time,  our  money,  and  our  personcd  concern 
to  correct  the  wrong  which  has  been  visited  upon  our  brother,  and 
to  set  the  ii\justice  aright.  In  the  case  of  housing,  we  need  to  pro- 
vide adequate  shelter  in  its  many  forms,  and  we  need  to  do  it  now. 

Thank  you  very  much,  Mr.  Chairman. 

[Mr.  Knock  submitted  a  pamphlet  adopted  by  the  1980  General 
Conference  of  the  United  Methodist  Church  entitled  ''Housing":] 
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Housing 


Adopted  by  the  1980  Genera/  Conference 
of  the  United  M^hodist  Church 


The  scriptures  look  ahead  to  that  ideal 
day  when  all  persons  wilt  enjoy  pleasant, 
peaceful,  and  secure  shelter  under  their 
own  vines  and  fig  trees  and  "none  shall 
make  them  afraid"  (Micah  4:4). 

In  many  portions  of  the  gospel,  we  find 
Jesus  seeking  out  homes  for  retreat  and 
renewal,  for  fellowship  and  hospitality.  Ail 
persons  are  entitled  to  dwelling  places  that 
provide  for  privacy  and  recreation. 

The  Social  Principles  statement  of  The 
United  Methodist  Church  declares:  "We 
hold  governments  to  be  responsible  for. . . 
guarantee  of  the  right  to  adequate.  .  . 
shelter."  We  reaffirm  this  right  as  well  as 
the  assertion  of  the  1972  General  Confer- 
ence that  "housing  for  low  income  persons 
should  be  given  top  priority.  .  ." 

There  are  75  million  occupied  housing 
units  in  the  United  States.  Of  these  seven 
million  are  seriously  substandard;  another 
25  to  30  million  are  marginal  for  human 
habitation.  Furthermore,  four  and  one-half 
million  US  citizens  are  paying  more  than 
half  of  their  income  for  housing.  The  need 
for  adequate  housing  at  affordable  costs 
abounds. 

Love  for  neighbor  demands  that  Chris- 
tians care  about  how  adequately  their 
neighbors  are  sheltered.  Christians  should 
identify  with  those  who  suffer  daily  from  a 
shortage  of  available,  decent,  safe,  and 
sanitary  housing.  There  are  many  levels  and 
forms  of  deprivation.  Nearly  every  Ameri- 
can town  and  city  has  its  "street  people," 
those  who  live  literally  without  any  form  of 
shelter,  carrying  their  entire  possessions 
with  them  in  a  few  shopping  bags. 

Millions  of  families  huddle  together  in 
densely  over-crowded  apartments,  rural 
shacks,  ancient  house  trailers,  converted 
warehouses,  and  condemned  or  aban- 
doned buildings.  At  least  seven  million  of 
our  fellow  citizens  are  forced  by  our  society 
to  live  in  intolerable  housing  because  the 
remainder  of  Ui(  fail  to  recognize  their  plisht 
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or  simply  do  not  care  enough. 

Yet  hundreds  of  United  Methodists  are 
engaged  In  a  heroic  battle  to  change  such 
intolerable  housing  conditions.  We  com- 
mend every  such  individual,  local  church, 
interfaith  group,  non-profit,  for-profit,  and 
government  efifort.  We  endorse  with 
gratitude  and  appreciation  the  thousands 
of  dollars  and  untold  hours  oiF  voluntary 
service  which  United  Methodists  dedicate 
to  this  battle  to  improve  human  shelter  in 
our  country.  We  urge  local  churches, 
districts,  and  annual  conferences  to 
strengthen  every  housing  ministry  taking 
place  within  their  communities  by  pro- 
viding additional  financial,  technical, 
counseling  and  spiritual  resources. 

Many  specific  activities  deserve  greater 
United  Methodist  support. 

A.  At  the  local  level 

Local  churches,  individually  or  in  co- 
operation with  other  churches,  can  identify 
specific  housing  needs  existing  in  their 
communities.  Often  bringing  people  in 
need  of  shelter  to  public  consciousness  is 
the  first  step  toward  alleviation  of  such 
need.  Sometimes  the  use  of  existing  church 
buildings  can  graphically  demonstrate  both 
the  need  and  a  solution  which  then  can  be 
developed  more  fully  through  the  use  of 
other  facilities  and  financial  resources. 
Examples  of  effective  housing  ministries 
include  emergency  housing,  ministries  of 
acceptance  to  "street  people,"  various 
housing  counseling  services,  location  of 
available  apartments  and  housing  for  rental 
or  purchase,  supporting  tenants  by  pro- 
viding meeting  places  and  leadership,  and 
providing  technical  expertise  for  organizing 
more  substantial  efforts  to  meet  various 
specific  housing  needs. 

Formation  of  non-profit  and  limited- 
dividend  housing  corporations  or  housing 
cooperatives  is  a  viable  approach  in  many 
situations.   There  are  excellent  oooortuni- 


ties  for  establishing  housing  construction, 
management,  and  advocacy  programs. 
However,  expert  consultative  and  technical 
services  generally  are  needed  from  the  very 
earliest  concept  onward.  We  commend  the 
Board  of  Global  Ministries,  National 
Division,  for  provision  of  such  services  for 
the  past  decade  and  a  half  (Par.  1532.14, 1976 
Discipline),  and  urge  United  Methodists  to 
seek  out  such  services  at  every  stage  of 
development    of   any    housing    ministry. 

B.   At  the  regional  level 

We  deplore  the  atmosphere  of  conflict 
which  infects  the  relationship  between 
cities,  towns,  suburban  areas,  counties,  and 
states  throughout  our  nation.  Too  often 
competition  for  use  of  land  clothes  subtle 
racism.  Economic  profit,  likewise,  often  is 
used  to  justify  a  lack  of  concern  for  the 
impact  of  taxation  measures.  Uncoordi- 
nated planning  and  development  results  in 
jobs  being  located  beyond  the  reach  of 
those  most  in  need  of  work.  The  "trickle 
down  theory"  of  housing  occupancy  masks 
a  selfish  motivation,  and  results  in  main- 
taining and  expanding  existing  ghettos, 
causes  the  formation  of  new  shettos,  and 
enforces  negative  attitudes  that  support 
dass  and  radal  segregation.  We  urge 
United  Methodists  to  challenge  all  such 
practices  of,  and  to  engage  in  every  activity 
which  can  eliminate  such  vestiges  of,  dis- 
crimination from  our  nation. 

Every  urbanized  area  in  our  country  is 
required  to  have  some  form  of  a  regional 
planning  agency.  Most  rural  areas  have 
some  similar  agency,  such  as  an  area 
development  district.  Generally  these 
political  structures  have  considerable 
influence  upon  housing  patterns,  planning, 
production,  and  usage.  Most  can  have 
citizens'  advisory  groups  which  develop 
strategy  proposals  and  monitor  private  and 
governmental  housing  activities.  We  urge 
United  Methodists  to  become  knowledge- 
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able  of,  and  involved  in  such  pfenning  • 
agendes.  Whether  serving  as  political  ap- 
pointees, elected  representatWes,  profes- 
sional staff,  or  designated  "dtizen  ad- 
visors/' a  substantial  contribution  can  be 
made  toward  developing  realistic  and 
morally  just  housing  conditions  by  active 
participation  in  such  regional  agencies. 

C  At  the  nariona/ /eve/ 

Since'  the  enactment  of  the  National 
Housing  Act  of  1949  it  has  been  the  goal  of 
this  country  that  every  dtizen  should  be 
housed  in  "decent,  safe  and  sanitary  hous- 
ing." Yet  the  reality  is  that  we  are  farther 
from  that  goal  today  than  ever  before.  In 
part  this  is  due  to  growth  of  population  and 
the  ever  increasing  gap  between  those  who 
are  economically  well  off  and  those  who  are 
not.  But  In  large  measure  the  disparity  is 
due  to  an  unwillingness  of  our  elected 
representatives  to  use  tax  revenues  In  ways 
which  would  achieve  the  goals  more  fully. 
Generally  legislators  feel  they  represent  the 
views  of  their  electorate,  and  receive  very 
little  support  for  using  tax  dollars  to  build 
more  housing  for  low  and  moderate  income 
families.  The  moral  commitment  first  stated 
In  1949,  and  restated  in  every  subsequent 
Housing  Act  by  Congress  (1959, 1968, 1974, 
1978)  has  gone  greatly  unheeded.  If 
"decent,  safe  and  sanitary  housing"  is  to  be 
a  citizen  right,  a  much  greater  moral  outcry 
must  be  heard. 

Therefore,  we  call  upon  United  Metho- 
dists to  undertake  a  concerted  effort  to 
impress  upon  their  elected  representatives 
a  profound  concern  over  the  continuing 
housing  defidencies  existing  in  our  dties, 
towns,  and  rural  areas.  Much  more  effort 
needs  to  be  made  to  influence  the  legisla- 
tive processes  which  impact  housing  issues: 
improving  existing  law,  developing  more 
imaginative  apqfoaches  where  possible, 
and  providing  ^  adequate  fun^iing  for 
housing  designed  to  meet  the  needs  of  the 


ill-shcllefed. 

1.  Subsidized  rental  housing  (Section  8) 
and  Public  Housing 

Under  the  Section  8  Housing  Assistance 
Payments  Program,  normally  renters  pay  a 
percent  of  their  Income  for  rent  and  the 
federal  government  malces  up  the  differ- 
ence between  that  and  the  HUD-estab- 
lished  Fair  Market  Rent.  We  support  this 
program  for  subsidizing  rents  as  one  way  of 
opening  up  more  housing  units  to  low- 
income  families  and  yet  expecting  such 
families,  when  possible,  to  provide  their 
fair  share  of  costs.  We  ask  that  this  prooram 
be  substantially  expanded  to  include  at 
least  600,000  units  annually,  which  is  the 
minimum  needed  to  house  ,our  poorest 
dtizens. 

We  support  use  of  a  wide  variety  of 
subsidized  housing  approaches  in  order  to 
meet  a  greater  demand  to  house  needy 
people. 

Public  housing  continues  to  be  a  vital 
necessity  in  both  urban  and  rural  areas. 
Every  incorporated  city,  town,  and  county 
can  and  should  use  this  means  of  providing 
well-constructed  and  well-manased  rental 
housing  for  those  who  cannot  obtain  it  on 
the  open  market.  Nearly  50  percent  of  all 
public  housing  now  is  occupied  by  the 
elderly.  Since  the  church  has  traditionally 
expressed  concern  and  provided  care  of  the 
aging,  it  is  especially  crucial  that  this  pro- 
gram be  continued,  expanded,  and  ade- 
quately funded. 

Z  Fair  Housing 

We  support  the  Sodal  Prindples  state- 
ment asserting  "the  right  of  members  of 
ethnic  minorities  to  equal  opportunities 
. .  .in  housing  purchase  or  rental." 

Fair  housing  in  our  nation  has  progressed 
at  a  plodding  pace.  Because  housing  re^ 
mains  segregated  in  most  places  in  the 
United  States,  schools  tend  to  be  segregated 
and  jobs  tend  to  be  located  at  inconvenient 
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distances  from  ethnic  minority  neighbor- 
hoods. 

We  therefore  call  upon  the  US  Congress 
to  provide  the  Department  of  Housing  and 
Urban  Development  with  "cease  and 
desist"  enforcement  powers  and  we  en- 
courage HUD  to  apply  these  powers  evenly 
and  with  relentless  determination  to  assure 
equal  access  to  affordable  housing  in  all 
markets. 

Also,  we  are  well  aware  that  there  can  be 
no  fair  housing  If  the  overall  stock  of 
housing  is  in  short  supply.  Equal  access  to 
no  available  housing  represents  an  un- 
realizable right.  Therefore,  to  fulfill  equal 
opportunity  objectives  we  urge  that  much 
more  housing  be  built  and  offered  at  prices 
most  ethnic  minority  persons  and  the  poor 
can  afford  to  pay. 

3.  Redlining 

We  deplore  the  practice  of  "redlining"  as 
it  occurs  in  many  urban  areas.  This  generally 
means  that  financial  Institutions,  insurance 
companies,  and  mortgage  brokers  col- 
lectively make  if  difficult  for  homeowners 
to  secure  adequate  financing  and  insurance 
at  reasonable  rates  in  a  certain  neighbor- 
hood of  a  given  urban  community.  Such 
questionable  business  practices  inevitably 
hasten  the  decay  of  targeted  neighbor- 
hoods. Thus  they  are  marked  for  death.  We 
ask  that  all  steps  necessary  be  taken, 
through  negotiation  and  legislation,  to 
eliminate  this  heartless  practice  and  that 
churches  take  the  lead  in  encouraging 
financial  support  arrangements  that  rejuve- 
nate neighborhoods  instead  of  destroying 
them.  Vigilant  monitoring  by  the  religious 
community  can  forestall  such  unh^lthy 
practices. 

We  support  existing  laws,  such  as  the 
Home  Mortgage  Disclosure  Act,  which 
pfovides  public  informatfon  on  where 
i>anks  and  savirigs  and  loans  make  their 
loans,  and  the  Community  Reinvestment 
Act,  which  mandates  that  banks  and  savings 


and  loans  have  the  responsibility  to  serve 
the  credit  needs  of  moderate  and  lower- 
income  communities. 

We  urge  assessment  of  whether  the 
institutions  in  which  the  church  dep<Mits 
funds  comply  with  the  Home  Mortgage 
Act;  and  we  support  such  additional  regu- 
lations and  laws  that  will  assure  reinvest- 
ment in  currently  redlined  communities,  in 
a  way  that  will  not  result  in  unjust  displace- 
ment of  elderly,  poor,  ethinic  minority,  and 
other  persons. 

4.  Housing  for  the  Elderiy 

The  Section  202  federal  program  is  a 
bright  spot  in  the  otherwise  dismal  picture 
of  housing  for  the  elderiy.  Restricted  to 
sponsorship  by  non-profit  groups  (the 
majority  of  which  are  related  to  sonne 
religious  group),  the  202  program  continues 
to  offer  a  direct  ministry  opportunity.  Since 
it  is  a  loan  guarantee  program  and  has 
limited  impact  upon  the  federal  budget,  it 
should  be  funded  at  much  more  realistic 
levels  than  in  the  past  The  steady  increase 
in  age  of  our  population  argues  for  expand- 
ing the  202  program  until  the  need  for  this 
type  of  rental  housing  for  the  elderiy  has 
been  met. 

We  are  greatly  concerned  over  the  rapid- 
ly increasing  trend  toward  converting  rental 
housing  to  condominiums  for  sale.  Too 
often  in  practice  this  means  pushing  eideriy 
people  out  of  housing  they  can  afford  to 
rent  but  can't  afford  to  buy.  We,  tlierefore, 
recommend  that  the  rate  of  condominium 
conversion  of  rental  units  be  slowed. 
Further,  we  urge  local  housing  authorities 
to  offset  this  bind  by  eiKOuraging  increased 
housing  stock  of  subsidized  rental  units  for 
the  elderly  under  Section  202. 

5.  Housing  for  Native  Americans 

As  in  the  case  with  regard  to  other  aspects 
of  our  national  policy  and  practices  toward 
Native  American  tribes  and  the  continued 
isolation  of  our  fellow  dtizens  on  reserva- 
tions, implementation  of  iuMising  prpgrams 
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to  benefit  our  reservation  population  has 
been  woefully  inadequate.  We  call  for 
substantial  increases  in  programs  at  the 
federal  level,  and  the  use  of  state  and  local 
housing  programs  in  every  possible  way,  so 
that  the  shocking  level  of  reservation 
housing  conditions  can  be  changed  quickly. 
Special  efforts  by  United  Methodist  pro- 
grams and  funds  for  ethnic  minorities 
should  be  supportive  of  such  efforts. 
6.  Increasing  Housing  Production 
Outmoded  materials  and  procedures 
required  by  building  codes  often  force 
housing  costs  up.  Also,  because  of  a  wide 
variation  in  building  codes  in  different 
communities,  it  is  difficult  to  utilize  mass- 
produced  building  units  and  componenU. 
Therefore,  we  recommend  that  city  and 
county  governments  and  the  trade  unions 
review  building  codes  with  the  prospect  of 
revising  them  to  reasonable  restrictions 
which  will  not  stand  in  the  way  of  utilizing  ~ 
factory-built  housing.  We  also  recommend 
there  be  instituted  state  or  national 
standardization  of  building  codes  so  that 
system-built  homes  and  apartments  can  be 

Produced  on  a  substantial  scale.  Neverthe- 
!ss,  quality  workmanship  and  materials 
must  be  guaranteed. 

Building  costs  should  encourage  use  of 
adequate  insulation  and  passive  solar  or 
other  innovative  fuel-saving  technology. 
Zoning  codes  should  protect  solar  access 
for  new  construction  and  allow  for  the 
possibility  of  converting  existing  residehtial 
units  to  solar  technology. 

Substandard  lot  sizes  and  topography 
often  are  deterrents  to  constructing  hous- 
ing units  on  available  urban  lots.  In  such 
instances  because  manual  labor  must  be 
used  instead  of  machine  labor,  it  is  difficult 
for  builders  to  earn  a  profit,  and  quality 
must  be  compromised  to  break  even. 
Therefore,  we  recommend  that  the  federal 
and  state  programs  compensate  for  such 
site  deficiencies  through  subsidies,  ^nd 


thus  enlarge  the  housinc  stock  by  using  loU 
that  would  otherwise  add  to  the  deteriora- 
tion of  a  netffhborhood.  However,  such  use 
should  not  deny  other  possible  needs,  such 
as  ajr  space,  recreational  grounds,  or  other 
community  amenities. 

7.  Financing  of  Housing 
Traditionally,  the  vast  majority  of  housing 

in  our  country  has  been  financed  through 
the  private  nKMiey-lending  business.  There 
is  little  likelihood  that  this  would  need  to 
change  if  the  traditional  principles  against 
usury  are  followed.  But  more  attention 
needs  to  be  given  to  developing  ways 
mortgage  money  can  be  made  available  to 
low  income  persons  for  homeownership, 
to  convert  rental  housing  for  homeowner- 
ship,  and  to  provide  rental  housing  for  low 
income  people.  Federal  and  state  programs 
benefit  the  moderate  and  upper  income 
segments  of  our  population  quite  well,  but 
there  are  not  equally  helpful  programs  for 
the  lower  income  sector  of  the  population. 
Such  government  subsidized  mortgage 
programs  need  to  be  further  developed. 
New  methods  of  private  financing  need  to 
be  developed  so  that  traditional  nKMiey 
sources  do  not  abandon  the  housing  field 
for  other  more  profitable  forms  of  invest- 
ment. 

Where  feasible,  generous  tax  credits  and 
loan  subsidies  should  be  made  available 
from  various  political  entities  to  builders, 
owners,  and  renters  for  the  installation  and 
use  of  solar  energy  equipment. 

8.  Neighborhoods  and  Communities 
An  emphasis  upon  neighborhood  revita- 

lization  is  sweeping  the  urban  scene.  It  may 
also  be  offered  as  a  panacea  for  deteri- 
orating suburban  areas.  Even  rural  com- 
munities and  cross-road  towns  face  the 
temptation  to  use  a  "fix-up"  approach  to 
housing  deterioration  problems.  There  is 
much  to  be  valued  in  retaining  and  re- 
storing housing  which  is  soundly  con- 
structed and  can  be  expected  to  continue 
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to  be  usable  for  years  to  come.  Not  only 
could  it  be  somewhat  less  expensive,  but 
such  a  process  is  a  needed  supplement  to 
reduce  pressures  for  the  costs  of  new 
construction.  But  several  pitfalls  should  be 
recognized.  Changing  types,  sizes,  and  age 
levels  of  family  units  often  make  rehabilita- 
tion of  existing  housing  more  efpensive 
than  is  justified  by  either  the  age  of  the 
building  or  the  economic  capability  of  the 
family.  Often  neighborhood  revitalization 
is  a  less  offensive  term  for  displacement  of 
families  presumed  to  be  less  desirable,  and 
so  it  becomes  another  type  of  class,  racial,  or 
ethnic  discrimination.  Likewise,  maintain- 
ing "community"  may  often  be  little  more 
than  a  cover  for  continuing  various  forms  of 
ethnic  and  racial  exclusiveness.  We  urge  all 
citizens  to  be  honest  and  realistic  in  asses- 
sing the  value  of  any  neighborhood  or 
community  development  program  and 
then  to  proceed  with  caution  and  objective 
responsibility  in  implementing  rehabilita- 
tion and  revitalization  programs. 

O.    Role  of  the  Church 

A  number  of  federal  programs  as  well  as 
some  state  programs  exist  today  to  make  it 
possible  for  church  groups  to  participate 
meaningfully  in  providing  adequate  hous- 
ing in  a  wholesome  environment.  We  en- 
courage churches  to  join  in  such  programs 
which  require  only  a  minimum  of  capital 
investment  but  a  substantial  commitment 
of  time  and  energy.  Churches  should  be 
aware  that  these  programs  are  available  to 
both  urban  and  rural  people.  More  church 
groups  ought  to  1)  be  concerned  about  the 
conditions  of  housing;  2)  use  the  tools  avail- 
able to  provide  better  housing;  3)  develop  a 
sense  of  mission  and  assume  responsibility 
as  stewards  to  meet  these  needs  with  no 
expectation  of  monetary  reward. 

In  implementing  any  housing  ministry, 
church  people  must  maintain  great  sensi- 
tivity to  community  needs  and  work  to 
achieve     community     participation    and 


control.  Needs  of  tenants  for  adequate, 
reasonably  priced  and  energy-effident' 
housing  should  be  recognized.  Carealwayi 
must  be  exercised  to  assure  our  involve- 
ment as  Christians  as  "enablers"  rather  than 
"controllers."  Our  goal  must  always  be  to 
enable  those  who  benefit  to  be  in  control 
of  their  own  lives,  future,  and  destiny. 
Whatever  the  form  of  community  organiza- 
tion, housing  production,  management,  or 
ownership,  every  effort  should  be  made  at 
each  developmental  step  to  insure  that 
those  who  are  being  aided  are  afforded  the 
opportunity.  Indeed  required,  to  take  e%«ry 
action  necessary  to  self-direct  the  under- 
taking. Wherever  possible,  we  must  train 
rather  than  service,  transfer  power  rather 
than  decide,  empower  rather  than  control. 
In  this  as  in  all  other  aspects  of  housing  min- 
istries. United  Methodists  should  seek  the 
best  technical  guidance,  and  provide  the 
greatest  professional  competence  for  such 
a  ministry.  Let  us  equip  ourselves  and 
provide  the  widest  possible  range  of 
supportive  assistance  to  Individuals, 
congregations,  districts,  conferences,  and 
all  forms, of  cooperative  groups  sharing 
similar  goals  and  policies,  so  that  our  M\cm 
citizens  may  achieve  as  their  right  "decent, 
safe  and  sanitary  housing"  at  the  earliest 
possible  time. 
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Mr.  Vento  [presiding].  Dr.  Wingate,  would  you  proceed  with  your 
statement?  I  just  remind  the  witnesses  that  all  of  the  complete 
statements  will  be  made  part  of  our  official  record.  I  appreciate 
your  reading  through  them.  It  is  very  thoughtful.  If  you  want  to 
shorten  it,  we  can  get  on  with  some  dialog  and  that  would  be  fine. 

Chairman  Gonzalez  is  on  his  way  back.  He  is  on  the  fioor.  He 
had  to  vote.  We  have  two  or  three  things  going  on  at  one  time. 

Dr.  Wingate. 

STATEMENT  OF  DR  J.  TERRY  WINGATE,  HOUSING  AND  SHELTER 
COMMITTEE,  AMERICAN  BAPTIST  CHURCHES,  U.SJi.,  VALLEY 
FORGE,  PA. 

Dr.  Wingate.  Thank  you,  Congressman.  As  a  member  of  the 
Housing  and  Shelter  Committee  of  the  American  Baptist  Churches, 
U.S.A.,  relating  to  thousands  of  Baptists  and  Christians  over  the 
length  and  breadth  of  this  great  land  of  ours,  we  come  to  assure 
you  that  we  support  and  endorse  passage  of  H.R.  5731. 

We  maintain  that  there  is  a  continuing  need  for  this  Govern- 
ment to  support  the  Housing  and  Community  Development 
Amendments  of  1982  and  share  with  you  the  great  concern  for  ex- 
tension of  Federal  laws  to  do  so. 

In  1956,  1957,  1958,  1959,  and  every  year  since,  American  Bap- 
tists have  sought  to  lift  the  vision  and  effort  of  Government,  the 
private  sector  and  our  own  constitutency  in  working  together  to 
meet  the  unmet  needs  of  housing  and  community  development  for 
the  poor,  elderly,  and  minorities  of  our  land.  We  have  called  for, 
and  will  continue  to  call  for,  full  elimination  of  the  blighted  condi- 
tions in  housing  and  community  improvement  programs  that 
remand  God's  children  to  an  existence  of  poverty. 

To  some  degree,  the  constant  call  for  improvement  has  gone  un- 
heeded. Sure,  there  have  been  law  enacted.  Sure  there  has  been 
money  spent.  But  where  enforcement  or  foUowthrough  has  not 
taken  place,  the  provisions  to  those  who  need  it  most  has  not  mate- 
rialized. Now  a  new  breed  of  federalist  would  even  destroy  the 
progress  that  has  already  been  made.  Shame  on  them  for  even  sug- 
gesting this. 

We  commend  the  work  of  our  Christian  brothers  and  sisters  on 
this  committee  for  the  development  of  H.R.  5731  for  we  are  aware 
of  the  critical  housing  needs  in  our  country.  Our  own  resolution  on 
fragmented  society  challenges  us  to  be  a  part  of  that  force  that 
seeks  to  change  communities  that  are  divided  into  a  variety  of  frag- 
ments. 

We  note  that  the  white  middle-class  families  in  suburban  devel- 
opments, the  poor  in  slums  and  housing  projects,  the  elderly  in 
high-rise  senior  and  mixed  developments  and  in  retirement  com- 
munities, racial  and  ethnic  groups  in  confining  and  limited  neigh- 
borhoods must  not  be  forgotten,  nor  must  they  be  hard  pressed  for 
survival  because  of  budget  cuts  and  other  guidelines  that  leave 
them  in  a  state  of  depression. 

It  is  disturbing  that  the  Washington  Post,  under  its  byline  "The 
Federal  Report,"  reported  February  25,  1982,  that  the  Department 
of  Housing  and  Urban  Development  was  moving  to  kill  an  estimat- 
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ed  5,500  proposed  housing  units  in  156  projects  for  the  elderly  and 
handicapped. 

They  gave  nonprofit  groups,  which  included  some  church-spon- 
sored housing,  just  10  days  to  notify  them  that  they  were  ready  to 
start  construction  within  a  month  or  their  projects  would  be  can- 
celed. This  illegal  back-door  attempt  to  rescind  money  and  change 
housing  policies  without  going  through  formal  rulemaking  proce- 
dures serves  notice  on  us  that  there  are  other  in  the  hopper  and  we 
must  pass  H.R.  5731. 

Now  HUD  202  is  the  only  subsidized  housing  program  that  the 
Reagan  administration  supports  in  the  fiscal  year  1983  budget.  Yet 
the  guidelines  that  must  be  adhered  to,  that  have  been  put  in  the 
pipeline,  even  Roto-Rooter  could  not  clear  in  the  time  alloted. 

HUD  has  not  been  faithful  in  its  housing  and  community  devel- 
opment programs.  You  Congressmen  know  that  you  have  approved 
programs  and  projects  that  they  refuse  to  fund.  Granted,  we  have 
wondered  if  you  sympathized  with  them.  H.R.  5731  gets  you  off  of 
the  hook  or,  shall  we  say,  brightens  the  light  on  vour  behalf. 

In  the  great  tradition  of  American  Baptists  there  is  a  clear  call 
to  us  as  believers  to  deal  directly  with  the  needs  of  the  poor.  We 
maintain  that  Government  has  a  continuing  role  to  develop  and 
enforce  reasonable  laws,  rules,  and  regulations  which  facilitate  the 
building  and  rehabilitetion  of  safe,  decent,  and  accessible  housing 
without  adding  excessively  to  its  cost,  that  just  as  you  use  eminent 
domain  procedures  to  acquire  properties  for  parks,  monuments  and 
for  your  own  needs,  that  you  use  those  same  procedures  to  aid  the 
construction  of  living  space  for  the  needy. 

We  also  would  say  that  you  need  to  generate  and  provide  those 
financial  resources  for  construction  and  renovation,  work  in  p£u:t- 
nership  with  the  private  and  nonprofit  sector,  encourage  research 
and  development  that  is  positive  through  the  use  of  appropriate  in- 
centives and  awards. 

Finally,  American  Baptists  declare  and  support  the  basic  necessi- 
ties of  food,  shelter,  clothing,  and  health  care,  the  right  to  grow  in 
mind  and  self-fulfillment,  to  secure  an  education,  to  develop  knowl- 
edge, to  exchange  ideas,  to  receive,  impart,  and  have  access  to  in- 
formation, to  develop  skills  and  abilities  and  to  utilize  those  eco- 
nomic, political,  social,  intellectual,  and  religious  institutions  and 
to  receive  a  just  return  for  one's  labor. 

We  believe  in  the  right  to  human  dignity,  to  be  respected  and 
treated  as  a  person,  and  to  be  protected  against  discrimination 
without  regard  to  age,  sex  class,  maritel  stetus,  culture,  or  condi- 
tion in  society.  Especially  do  we  commend  you  on  the  upgrading  of 
section  101  emergency  mortgage  relief  at  a  time  when  day-tonday 
foreclosures  are  sending  the  poor  and  middle  class  to  those  who 
lend  money  in  an  unscrupulous  wav. 

In  aU  of  this  God  has  no  hands  but  your  hands  to  do  what  must 
be  done.  Let  me  refer  you  to  Psalm  68,  verses  5  through  10: 

God  lives  in  His  sacred  Temple,  cares  for  the  orphans  and  protects  the  widows.  He 
gives  the  lonely  a  home  to  live  in  and  leads  prisoners  out  into  happy  freedom,  but 
rebels  will  have  to  live  in  a  desolate  land.  O  God,  when  you  led  your  people,  when 
you  marked  across  the  desert,  the  Earth  shook,  and  the  sky  poured  down  rain,  be- 
cause of  the  coming  of  the  God  of  Israel.  You  caused  abundant  rain  to  fall  and  re- 
stored your  worn  out  land;  your  people  made  their  home  there;  in  your  goodness 
you  provided  for  the  poor. 
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Will  this  administration  be  allowed  to  do  less? 
Thank  you. 

[Dr.  Wingate's  prepared  statement,  on  behalf  of  the  American 
Baptist  Churches,  U.S.A.,  Housing  and  Shelter  Committee,  follows:] 

Special  Hearing  on  House  Rule  5731  by  the  Coninlttee  to 
amend  and  extend  certain  Federal  laws  Mhlch  establish 
housing  and  community  and  neighborhood  development  and 
preservation  programs^  and  for  other  purposes. 


Presented  on  behalf  of  the  Housing  and  Shelter  Coninlttee 
for  the  American  Baptist  Churches,  U.S.A.,  Valley  Forge,  Pa. 

Dr.  Robert  Campbell,  General  Secretary 
Nr.  Kenneth  George,  Committee  Chairman 
^)r.  J.Terry  Wlngate,  Reporting  for  the 
denomination. 


Thursday  March  25,1982         9:30  A.M. 
2128  Royburn  House  Building,  Capitol  Hill 
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Congressman  Gonzalez^  members  of  the  commit tee^  interested 
friends.  Thank  you  for  the  opportunity  and  invitation  to  share  in  this 
hearing. 

As  a  member  of  the  Housing  and  Shelter  Committee  of  the 
American  Baptist  Churches^  USA^  relating  to  thousands  of  Baptists 
and  Christians  over  the  length  and  breath  of  this  great  land  of  ours^ 
we  come  to  assure  you  that  we  support  and  endorse  passage  of  H.R  5731. 

We  maintain  that  there  is  continuing  need  for  this  government 
to  support  the  Housing  and  Community  Development  Admendments  of  1982. 
and  share  with  you  the  great  concern  for  extent  ion  of  Federal  laws  to 
do  so. 

In  1956^  1957^  1958^  1959  and  in  every  year  since... American 
Baptists  have  sought  to  lift  the  vision  and  effort  of  government/  the. 
private  sector  and  our  own  constituency  in  working  together  to  meet  the 
un-met  needs  of  housing  and  community  development  for  the  poor  ,   elderly 
and  minorities  of  our  land.  We  have  called  for^  and  will  continue  to 
call  for  full  elimination  of  the  blighted  conditions  in  housing  and 
In  community  Improvement  programs  that  remand  God's  children  to  an 
exlstance  of  poverty.  To  some  degree^  the  constant  call  for  improve- 
ment has  gone  unheeded.  Sure^  there  have  been  laws  Inacted^  sure  there 
has  been  money  spent^  but  where  enforcement  or  follow  through  has  not 
taken  place^  the  provisions  to  those  who  need  it  the  most  has  not 
materialized.  Now  a  new  bred  of  federalist  would  even  destroy  the 
progress  that  has  already  been  made.... "shame  on  them  for  even  suggest- 
ing thlsr 
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We  conmend  the  work  of  our  Christian  brothers  and  sisters 
on  this  Conmittee  for  the  development  of  H.R.5731  for  we  are  aware 
of  the  critical  housing  needs  in  our  country.  Our  own  resolution  on 
"Fragmented  Society"  challenges  us  to  be  a  part  of  that  force  that 
seeks  to  change  communities  that  ore  divided  into  a  variety  of  frag- 
ments....we  note  that  the  white  middle  class  families  in  suburban 
developments^  the  poor  in  slums  and  housing  projects^  the  elderly  in 
high-rise  senior  and  mixed  developments  and  in  retirement  communities^ 
racial  and  ethnic  groups  in  confining  and  limited  neighborhoods  must 
not  be  forgot ten.... nor  must  they  be  hard  pressed  for  survival  because 
of  budget  cuts  and  other  guidelines  that  leave  them  in  a  state  of 
depression. 

It  is  distrubing  that  the  Washington  Post/  under  its  byline^ 
"The  Federal  Report"  reported  Feburory  25^1982  that  the  Department  of 
Housing  and  Urban  Development  was  moving  to  kill  an  estimated  5^500 
proposed  housing  units  in  156  projects  for  the  elderly  and  tiandicopped. 
They  gave  nonprofit  groups  which  included  some  church  sponsored  housing 
Just  10  days  to  notify  them  that  they  were  ready  to  start  construction 
within  a  month  or  their  projects  would  be  canceled.  This  illegal  back 
door  attempt  to  recind  money  and  change  housing  policies  without  going 
through  formal  rule-making  procedures  serves  notice  on  us  that  there 
are  others  in  the  hopper  and  we  must  pass  H.R.5731.  Now^  Hlfl)  202  is 
the  only  subsidized  housing  program  that  the  Reagan  administration 
supports  in  FY1983  budget ....  yet  the  guidelines  that  must  be  adhered 
to  ....that  have  been  put  in  the  pipeline^even  roto-rooter  could  not 
clear  in  tJie  time  olloted. 
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HUD  has  not  been  faithful  in  its  housing  and  comngnity  de- 
velopment programs.  You  Congressmen  know  that  you  have  approved  pro- 
grams and  projects  that  they  refuse  to  fund.  Granted^  we  have  wondered 
if  you  sympathized  with  them.  H.R.5731  gets  you  off  of  the  hook  or 
shall  we  say^  brightens  the  light  on  your  behalf. 

In  the  great  tradition  of  American  Baptists^  there  is  a  clear 

call  to  us  as  believers  to  deal  directly  with  the  needs  of  the  poor. 

We  maintain  that  government  has  a  continuing  role  to; 

1)  Develop  and  enforce  reasonable  laws>  rules  and  regulations 
which  facilitate  the  building  and  rehabilitation  of  safe 
decent  and  accessible  housing  without  adding  excessively 
to  its  cost. 


2)  That  Just  OS  you  use  eminent  domain  procedures  to  acquire 
properties  for  parks^  monuments^  and  for  your  own  needs^ 
that  you  use  those  same  procedures  to  aid  the  construct- 
ion of  living  space  for  the  needy. 


3)  Generate  and  provide  those  financial  resources  for  con- 
struction and  renovation.... work  in  partnership  with 
the  private  and  non-profit  sec tor.... encourage  research 
and  development  that  is  postive  through  the  use  of 
appropriate  incentives  and  rewards. 


Finally^  American  Baptists  declare  and  support  the  basic  necessi- 
ties of  food/Shelter^  clothing  and  health  care;  the  right  to  grow  in 
mind  and  self-fulfillments  to  secure  on  education^  to  develop  know- 
ledge^  to  exchange  ideas;  to  receive^  impart  and  have  access  to  in- 
formation... to  develop  skills  and  abilities  and  to  utilize  these  econo- 
miCs  political  socioh  intellectual  and  religious  insltutlons  and  to 
receive  a  Just  return  for  one's  labor.  We  believe  in  the  right  to  hunan 
dignity^  to  be  respected  and  treated  as  a  person^  and  to  be  protected 
against  discrimination  without   regard  to  oge^  sex  closs^  marital  status^ 
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culture  or  condition  in  society.  Especially  do  we  coamend 
you  on  the  upgrading  of  Section  101  Einergency  Mortgage  Relief  at 
a  time  when  day  to  day  foreclosures  are  sending  the  poor  and  middle 
class  to  those  whose  lending  will  amount  to  giving  their  property 
away  in  the  end. 

In  all  of  this  God  has  no  hands  but  your  hands  to  do  what  must 
be  done.  Let  me  refer  you  to  Psalm  68:5-10 

God  lives  in  His  sacred  Temple^ 

cares  for  the  orphans  and  protects  the  widows. 

He  gives  the  lonely  a  home  to  live  in  and  leads 

prisoners  out  into  happy  freedom^  but  rebels 

will  have  to  live  in  a  desolate  land. 

0  God>  when  you  led  your  people^  when  you  marched 

across  the  deserts  the  earth  shook/  and  the  sky 

poured  down  rain^  because  of  the  coming  of  the  God 

of  Israel. 

You  caused  abundant  rain  to  fall  and  restored  your 

worn  out  land;  your  people  made  their  home  there; 

in  your  goodness  you  provided  for  the  poor. 

Will  this  Administration  be  allowed  to  do  less? 

Thank  you. 

American  Baptist  Housing  and 
Iter  Coninitte 


ry  Wijfgate^  Reporting 


Digitized  by 


Google 


1696 


Mr.  Vento.  Thank  you  very  much. 

The  minority  member  reminds  me  that  the  administration  has 
modified  their  position  on  section  202,  so  there  has  been  some 
change. 

Reverend  Franzen. 

STATEMENT  OF  REV.  CARLTON  E.  FRANZEN,  MANAGER  OF  MUH- 
LENBERG  GARDENS,  JERSEY  CITY,  NJ.,  REPRESENTING  THE 
LUTHERAN  HOUSING  COALITION 

Mr.  Franzen.  Thank  you,  Mr.  Chairman.  My  name  is  Carlton 
Franzen.  I  manage  Muhlenberg  Gardens,  a  section  202  form  of 
housing,  not  a  nursing  home  as  indicated  on  the  agenda.  I  am  here 
from  the  Lutheran  Housing  Coalition  in  support  of  the  partnership 
between  the  Federal  Government  and  the  private  voluntary  sector 
in  the  area  of  housing  for  the  low-income  American. 

In  this  regard  we  support  the  intent  of  H.R.  5731.  One  of  our  co- 
alition goals  is  to  convey  to  the  National  Government  the  concern 
of  Lutherans  regarding  decent  housing  for  all  Americans.  It  is  be- 
cause of  our  concern  about  current  threats  to  decent,  affordable 
housing  for  the  people  in  this  country,  especially  people  of  low 
income  that  we  present  this  testimony. 

President  Reagan's  1983  budget  proposals  made  public  last 
month  represent  a  retreat  from  this  country's  longstanding  com- 
mitment toward  safe  and  decent  and  affordable  housing.  We  are 
much  concerned  about  the  loss  of  this  proposed  housing.  We  are 
concerned  about  the  continued  rise  in  the  way  in  which  we  are 
asking  the  people  to  pay  for  the  housing  that  they  are  now  enjoy- 
ing. 

The  obvious  flaw  that  we  see  in  this  present  administration  is 
trying  to  work  with  the  limited  availability  of  decent  housing.  If 
the  Government  removes  itself  from  the  subsidized  housing  con- 
struction business,  as  proposed,  low-income  people  who  can  only 
afford  such  low-cost  housing  would  be  hard  pressed  to  find  it. 

Affordability  and  availability  are  equally  significant  in  meeting 
the  needs  of  the  housing  of  the  low-income  people  and  especially 
the  elderly  people.  As  your  bill,  H.R.  5371  addresses  availability  by 
providing  short-term  Federal  assistance  for  construction  and  reha- 
bilitation and  as  this  bill  speaks  to  the  affordability  for  low  incom- 
ing housing  by  maintaining  this  30-percent  income  as  a  ceiling  for 
rent  payments,  we  support  that  bill. 

A  significant  portion,  as  has  been  mentioned  many  times  this 
morning,  of  the  philosophy  of  the  administration  is  to  get  more  pri- 
vate sector  involvement.  However,  within  our  democratic  society 
we  must  call  on  all  parts  of  the  society  to  take  their  part,  and  that 
includes  Government  as  well  as  voluntary  agencies,  churches,  busi- 
nesses, et  cetera.  We  must  all  participate. 

It  is  essential  to  reemphasize  the  fact  that  any  curtailment  of 
Federal  commitment  is  certainly  going  to  have  a  real  impact  on 
our  ability  to  serve.  If  the  Government  abdicates  its  current  sup- 
portive relationship  with  nonprofit  providers  in  the  area  of  housing 
for  the  poor  and  elderly  there  will  be  adverse  consequences  for  low- 
income  Americans. 
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In  the  area  of  elderly  housing,  in  which  I  work,  the  not-for-profit 
sector  can  point  with  pride  to  a  significant  commitment  to  caring 
and  serving.  Traditionally,  charitable  giving  has  augmented  public 
resources  for  developing  capital  and  meeting  operating  expenses  of 
elderly  Americans. 

Muhlenberg  Gardens,  I  believe,  is  a  prime  example  of  the  part- 
nership between  Government  and  the  private  nonprofit  sector.  One 
of  the  reasons  that  I  am  here  today  is  to  give  our  appreciation  of 
the  Lutheran  social  services  because  you  have  enabled  us  to  devel- 
op some  600  units  of  housing  which  we  consider  very  fine  housing 
in  the  State  of  New  Jersey,  and  also  bring  the  hearty  thanks  of  the 
residents  who  ei^oy  this. 

Perhaps  that  can  best  be  demonstrated  by  a  loc€d  pastor's  report 
to  me  last  week  of  the  visit  to  a  resident  in  the  Sloan-Kittering 
Hospital  in  New  York  City  where,  through  all  the  mazes  of  wire 
and  tubes  that  were  the  life-support  system  of  that  resident  of  our 
housing  project,  the  pastor  approached  with  some  trepidation.  Our 
resident  said,  not  to  worry,  pastor.  I  am  sure  God  will  not  take  me 
since  she  has  given  me  such  great  housing  in  Muhlenberg  Gardens. 

We  are  finding  that  we  really  are  concerned  with  the  possibility 
of  section  202  being  used  in  a  congregate  service  setting.  We  find, 
as  others  have  mentioned  before,  that  though  we  are  in  the  nurs- 
ing home  business  ourselves,  we  are  anxious  to  keep  people  out  of 
nursing  homes,  and  this  particular  program  allows  people  to,  as 
you  know,  have  nutritional  meals  served  in  a  very  social  setting 
which  adds  to  the  quality  of  their  lives  and  so  we  are  suggesting 
that  real  attention  be  given  to  the  section  202  program  to  continue 
to  offer  congregate  services  as  a  vital  part  of  the  chain  of  the  op- 
tions for  qusdity  living. 

We  look  at  aging  as  a  way  that  somebody  has  mentioned  it,  with 
four  stages:  the  go-go  stage;  the  go-slow  stage;  the  slow-slow  stage, 
and  the  no-go  stage,  and  that  covers,  we  think,  from  the  active  re- 
tiree to  the  nursing  home.  We  need  to  supply  housing  options  at 
those  levels. 

We  are  not  expecting  100-percent  coverage  of  the  housing  needs, 
but  we  do  need  to  fill  in  those  gaps  where  they  will  not  be  covered 
by  other  housing  projects,  so  we  are  interested  that  you  have  con- 
cerned yourself  especially  with  that. 

In  forming  the  cooperative  relationship  between  the  Federal  Gov- 
ernment and  the  private  sector,  the  section  202  program  has  cre- 
ated, we  believe,  an  enviable  record  in  housing.  The  Reagan  admin- 
istration's proposal  for  assisted  housing  clearly  would  not  provide 
the  continued  services  needed  by  America's  elderly. 

By  dismantling  the  section  8  program  and  drastically  reducing 
the  funding  for  section  202,  the  administration  is  intending  for  this 
Nation  to  turn  its  back  on  the  housing  of  our  aged  citizens  by 
weakening  the  successful  link  with  private  agencies  who  have  been 
providing  the  workable  housing  styles  for  persons  through  all  the 
stages  of  old  age. 

Because  5731  would  reauthorize  section  202  and  provide  an  ac- 
ceptable alternative  to  the  section  8  housing  program,  we  support 
this  alternative  versus  the  harmful  proposals  outlined  by  the  ad- 
ministration. More  significantly,  we  applaud  the  subcommittee's 
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initiative  in  seeking  to  maintain  this  Nation's  commitment  to  hous- 
ing its  low-income  people  and  especially  the  elderly. 

Thank  you,  Mr.  Chairman,  for  this  opportunity  to  present  these 
views. 

[Mr.  Franzen's  prepared  statement,  on  behalf  of  the  Lutheran 
Housing  Coalition,  follows:] 

Statownt  by  Carlton  E.  Franzen 
Lutheran  Housing  Coalition 

on 

**Hou8lng  and  Coionunlty  Developnent  Amendments  of  1982*'  (HR  5731) 

Submitted  to  the 

Subcommittee  on  Housing  &  Community  Development 

of  the 

.  Committee  on  Banking, 
Finance  &  Urban  Affairs 

U.S.  House  of  Representatives 

March  25,  1982 


My  name  Is  Rev.  Carlton  Franzen.  I  manage  Muhlenberg  Gardens,  150  units  of 
elderly  housing  In  Jersey  City,  New  Jersey.  I  welcome  the  opportunity  to 
testify  on  behalf  of  the  Lutheran  Housing  Coalition  In  support  of  a  partnership 
between  the  federal  government  and  the  private,  voluntary  sector  In  the  area  of 
housing  for  low  Income  Americans,  especially  the  aging.  In  this  regard,  we 
support  the  basic  Intent  of  HR  5731,  the  "Housing  and  Cooounlty  Development 
Amendments  of  1982." 
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The  Lutheran  Housing  Coalition  coordinatea  the  work  of  the  Aaerican  Lutheran 
Church,  the  Lutheran  Church  in  Aaerica  and  the  Lutheran  Church-4fiasouri  Synod  in 
the  area  of  housing  developiaent  for  lo«9-  to  moderate-lncoiiie  faadlies  and  the 
elderly.  The  Coalition  works  with  Lutheran  congregatlona  and  social  service 
agencies  interested  in  sponsoring,  developing  and  aanaging  independent  retirenent 
living  facilities  with  supportive  services  for  the  elderly.  One  of  the  Coalition's 
goals  is  to  convey  to  the  national  govemnent  the  concerns  of  Lutherans  regarding 
decent  housing  for  all  Aaericans.  It  is  because  of  our  concern  about  current 
threats  to  decent,  affordable  housing  for  people  in  this  country,  especially 
people  of  low  incone,  that  we  present  this  testimony. 

President  Reagan's  1983  budget  proposals  aade  public  last  month  represent 
a  retreat  from  this  country's  long  standing  conmitment  toward  assuring  a  safe, 
decent  and  affordable  home  for  all  Americans,  regardless  of  their  age.  Proposed 
cuts  dLn  low  income  housing  alone  account  for  more  than  one-third  of  i^ll  fiscal 
1983  reductions  in  budget  authority.  As  members  of  this  coemittee  are  aware, 
not  only  would  the  President  virtually  stop  all  new  goveroiBent-asslated  rental, 
housing  construction,  but  hundreds  of  thousands  of  conmitments  for  new  or 
rehabilitated  housing  units  alrsady  approved  under  Section  8  and  public  housing 
programs  would  be  cancelled.  Coming  on  the  heels  of  a  five  percent  increase  in 
rent  for  tenants  of  government  subsidized  housing  projects  passed  es  part  of  the 
1981  budget  reconciliation,  another  rent  increase  is  proposed  for  fiscal  1983 
that  would  tie  food  stamps  to  the  income  of  aasisted  housing  tenants  causing 
dramatic  increases  dLn  the  amounts  low  income  people  would  be  obligated  to  pay 
for  rent. 

According  to  Administration  proposals,  the  major  vehicle  for  dealing  with 
the  needs  of  low  income  people  in  search  of  decent  housing  would  be  government . 
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grants,  or  bousing  certificates  averaging  $2,000  per  ]rear.  Faallles  could  use 
these  grants  to  pay  for  any  rental  housing  available.  The  obvious  flav  In  this 
plan  Is  the  Halted  availability  of  decent,  affordable  bousing.   If  the  govemnent 
reaoves  Itself  froa  the  subsidized  housing  coEtBtTuctlon  business,  as  proposed, 
lov  Incoas  people  vho  can  afford  low  cost  hoxislng  would  be  hard  pressed  to  find 
It.  Affordablllty  and  availability  are  equally  significant  In  aeetlng  the 
housing  needs  of  our  lov  IncooK  and  elderly  people. 

As  HR  5371  addresses  availability  of  lov  IncooK  housing  by  providing  short 
tens  federal  assistance  for  construction  or  rehabilitation  of  aultl-faally 
housing,  and  affordablllty  of  lov  Incoae  housing  by  aalntalnlng  the  current 
thirty  percent  of  IncooK  as  a  celling  for  rent  payaents  by  tenants,  ve  support 
the  proposed  legislation. 

A  significant  portion  of  the  Reagan  Adalnlstratlon's  philosophy,  not  only 
for  housing,  but  for  all  social  services  currently  subsidized  by  the  federal 
govemasnt.  Is  the  need  for  aore  private  sector  Involveaent.  Through  Its 
budgetary  and  legislative  proposals,  the  Adnlnlstratlon  Is  calling  Into  question 
the  govemasnt *s  role  In  the  social  area.  Hovever,  vlthln  our  deaocratlc  society, 
Bsetlng  the  basic  requlrencnts  of  the  poor,  of  children,  the  elderly,  disabled, 
and  others  In  need  properly  requires  the  conaltaent  of  the  conaunlty  as  a  vhole. 
All  Institutions  of  society  -  froa  govemaent  to  churches  to  voltmtary  agencies 
to  business  -  should  Interact  vlth  each  other  In  an  effort  to  aeet  huaan  needs. 

As  n«v  relationships  are  being  developed  between  the  private,  voluntary 
ssctor  and  the  govemaent.  It  is  essential  to  eaphaslze  that  any  curtallaent  of 
the  federal  financial  conaltaent  Is  certain  to  have  an  iHsedlate  lapact  on  the 
private  sector's  capacity  to  serve.  The  successful  govemaent-prlvate  sector 
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partnership,  which  has  evolved  through  the  social  policies  of  this  century, 
sends  a  clear  message  to  those  responsible  for  shaping  the  public  policy  of 
the  future.  If  government  abdicates  its  current  supportive  relationship  with 
non-profit  providers  in  the  area  of  housing  for  the  poor  and  elderly,  there 
could  be  adverse  consequences  for  low  income  Americans.  In  other  words,  to 
dismantle  the  nation's  subsidized  housing  programs,  as  is  proposed,  is  to 
weaken  the  time  honored,  successful  public  non-profit  alliance. 

In  the  area  of  elderly  housing,  %ffaich  is  my  specialty,  the  not-for-profit 
sector  can  point  with  pride  to  its  significant  connitment  to  caring  and  serving. 
Traditionally,  charitable  giving  has  augmented  public  resources  for  developing 
capital  and  meeting  operating  expenses  of  elderly  housing.  Unfortunately,  a 
proposed  massive  rollback  in  domestic  funding,  if  realized,  would  place  a  great 
strain  on  these  already  limited  conmunity  resources  and  we  could  see  the  growth 
of  new  housing  options  fall  off  dramatically. 

Muhlenberg  Gardens,  the  senior  housing  project  I  serve  in  Jersey  City,  is 
a  prime  example  of  the  existing  partnership  between  government  and  the  private 
non-profit  sector,  in  this  case  the  Lutheran  churches  through  Lutheran  Social 
Services  of  New  Jersey.   One  of  the  reasons  I  accepted  the  invitation  to  appear 
before  you  today  was  to  convey  the  appreciation  of  our  social  service  agency 
because  It  Is  through  the  Section  202  and  236  programs  that  we  have  been  able 
to  Increase  our  services  to  so  many  people.  Lutheran  Social  Services  of  New 
Jersey  has  been  serving  people  of  our  state  for  78  years.  Among  our  programs 
are  three  other  senior  housing  projects,  three  nursing  homes  and  two  "share-a- 
hoaes**.  I  also  come  today  bringing  hearty  thanks  from  the  residents  of  our 
buildings. 
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Muhlenberg  Gardens  Is  a  Section  8/202  funded  project  vlth  congregate  dining 
services.  He  believe  that  the  202  prograa,  as  we  have  been  allowed  to  develop 
It  with  congregate  space,  presents  a  vital  link  In  the  contlnuoa  of  bousing 
for  our  elderly.  Our  dining  rooa  and  coaierclal  kitchen  sake  It  possible  for 
our  residents  to  receive  a  aajor  portion  of  their  nutritional  reqolreaents  In 
a  social  setting  that  adds  significantly  to  the  quality  of  their  lives.   This 
level  of  housing  aakes  It  possible  for  the  residents  to  resaln  Independent  and 
not  be  aoved  preaaturely  to  a  nursing  hose.   I  as  sure  that  you  knov  too  sell 
the  sultlpllcatlon  of  costs  that  occur  vlth  that  sove. 

Soseone  has  divided  the  latter  portion  of  our  lives  Into  four  stages: 

1.  The  "go-go"  stage 

2.  The  "go-slow"  stage 

3.  The  "slow-slow"  stage 

4.  The  "no-go"  stage 

To  cover  these  stages  fros  the  active  retiree  to  the  nursing  hose,  we  need 
several  housing  options  to  satch  the  changing  needs  of  the  Individual.  This 
cannot  be  done  In  the  average  Aserlcan  hose,  which  was  designed  for  an  active 
faslly,  not  for  growing  old.  Our  elders  are  asking:  **Vhat  Is  going  to  happen 
to  se?"  That  should  not  be  their  concern,  but  rather  It  should  be  ours. 

I  as  well  aware  that  It  Is  Isposslble  to  build  housing  for  the  1600  people 
who  dally  Join  the  ranks  of  those  over  65.  It  Is  neither  possible  nor  Is  It 
necessary.  Ve  do,  however,  need  to  back  those  progress  that  are  filling  In 
the  voids  where  other  housing  options  have  not  or  cannot  serve.  Housing  with 
congregate  services  Is  one  option  that  needs  your  special  attention.  Stock 
housing  can  be  and  should  be  used  for  a  sajor  portion  of  our  population.  But 
there  coses  a  point  where  specially  designed  housing  and  outside  help  are 
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necessary  to  keep  the  elderly  Independent  for  as  long  as  possible.   In  our  case 
we  are  finding  that  the  operation  costs  for  congregate  services  can  be  bom  by 
the  residents. 

The  Section  202  program  is  well  designed  to  fill  housing  needs  of  aging 
Aa«ricans  who  are  between  the  stages  of  living  in  their  own  homes  and  needing 
the  special  care  of  nursing  homes.   The  program  has  the  ability  to  fund  the 
capital  expenditures  and  it  is  sponsored  by  those  agencies  that  have  as  their 
prime  responsibility  the  service  of  people.  Non-profit  agencies  operating  202 
housing  projects  have  staffs  and  nationwide  consultation  services  that  enable 
them  to  do  the  best  work  possible.  And  they  have  constituencies  to  draw  on  for 
auxiliary  support. 

Recognizing  the  potentially  limited  future  of  government  support  to  subsi- 
dized housing  programs  like  Section  202,  may  I  make  the  following  suggestions 
for  your  consideration: 

1.  That  Section  202  be  continued  or  a  comparable  program 
established  to  cover  that  special  area  of  housing  with 
congregate  services  that  completes  a  vital  chain  of 
options  for  quality  living; 
2*.  That  projects  be  located  %ffaere  they  can  augment  other 

levels  of  housing  not  designed  to  offer  congregate  services; 

3.  That  project  sponsors  be  requested  to  use  their  staffs 
and  expertise  to  work  with  the  development  of  stock 
housing  in  their  area  into  such  levels  of  housing  as 
the  "skare^a-home"  option;  and 

4.  That  low  interest  mortgages  be  made  available  where  it 

is  necessary  for  the  purchase  of  homes  to  develop  "share-a-homes" 
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Through  reaffirming  the  cooperative  relationship  between  the  federal  govern- 
inent  and  the  private  sector,  the  Section  202  program  has  created  an  enviable 
record  In  housing.  However,  the  Reagan  Administration's  proposals  for  assisted 
housing  clearly  would  not  provide  the  continuum  of  services  needed  by  America's 
elderly.   By  dismantling  the  Section  8  program  and  drastically  reducing  the 
funding  for  Section  202,  the  Administration  Is  Intending  for  this  nation  to  turn 
its  back  on  the  housing  needs  of  our  aging  citizens  by  weakening  the  successful 
link  with  private  agencies  that  provide  a  variety  of  workable  housing  styles 
for  persons  throughout  all  stages  of  old  age. 

Because  HR  5731  would  reauthorize  the  Section  202  program  and  provide  an 
acceptable  alternative  to  the  Section  8  subsidized  housing  program,  we  support 
this  alternative  to  the  harmful  proposals  outlined  by  the  Administration.  More 
significantly,  we  applaud  the  Subcommittee's  initiative  in  seeking  to  maintain 
this  nation's  commitment  to  housing  Its  low  income  people,  especially  the 
elderly. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  present  these  views. 

Mr.  Vento.  Thank  you,  Reverend  Franzen.  Sorry  about  the  mis- 
pronunciation. 
Reverend  Hopkins. 

STATEMENT  OF  GERALD  W.  HOPKINS,  SOUTHERN  PRESBY- 
TERIAN  CHURCH,  AND  CHAIRMAN,  FAIRFAX  COUNTY  HOUSING 
AUTHORITY 

Mr.  Hopkins.  I  am  Gerald  W.  Hopkins.  In  my  daily  life  I  am  vice 
president  and  general  counsel  of  Consumers  United  Insurance  Co., 
but  today  I  speak  from  a  different  perspective  than  that.  I  speak 
from  two  perspectives,  both  of  these  in  opposition  to  the  adnunis- 
tration's  budget  provisions  which  will  eliminate  federally  subsi- 
dized housing  progranis. 

First  I  speak  as  a  minister.  I  am  president  of  the  board  of  direc- 
tors of  the  National  Capital  Union  Presbytery.  Second,  I  speak 
from  the  position  as  the  chairman  of  the  Fairfax  County  Redevel- 
opment and  Housing  Authority. 

As  a  minister  who  is  a  member  of  two  Presbyterian  denomina- 
tions—the United  Presbyterian  Church  and  the  Southern  Presbyte- 
rian Church— I  would  take  this  stand.  Our  Presbytery  of  115 
churches  in  the  Washington  area  has  had  a  long  commitment  to 
social  justice  and  to  housing  in  particular.  Several  individual 
churches  and  tlie  Presbytery's  own  housing  development  corpora- 
tion have  sponsored  a  number  of  housing  projects.  However,  none 
of  these  projects  could  have  been  built  without  Federal  subsidy. 
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The  church,  even  with  its  commitment  and  its  financial  resources 
is  incapable  of  housing  the  poor  apart  from  a  partnership  with  the 
Government  and  the  private  sector. 

Sponsorship  by  the  church  of  housing  for  the  low  income  will 
cease  without  some  form  of  assistance.  Even  though  both  denomi- 
nations are  theologically  and  financially  committed  to  social  justice 
and  social  programs,  their  resources  are  limited.  Voluntarism  and 
charity  from  the  religious  sector  will  not  fill  the  gap  created  by  the 
administration's  reductions  in  housing  and  other  social  programs. 

The  Presbyterians  and  many  other  denominations  will  attempt 
to  respond  to  the  level  of  need  created  by  the  administration's  ne- 
glect, but  all  have  been  stretched  to  the  limits  prior  to  the  pro- 
posed  cuts  just  to  meet  the  needs  of  those  who  fell  through  the 
cracks  of  the  Federal  and  other  Government  programs. 

I  would  also  remind  you  that  many  of  our  constituency  and 
many  of  those  who  profess  the  Qiristian  religious  faith  do  not  nec- 
essarily hold  that  social  justice  and  accompanying  social  programs 
are  necessarily  a  tenet  of  their  faith.  Rather,  many  of  our  brethren 
believe  that  such  have  no  place  or  are  secondary  at  best  in  the 
faith. 

Consequently,  there  is  not  the  religious  impetus  among  a  great 
number  of  Americans  that  will  result  in  giving  of  one's  money  or 
time  to  help  solve  social  problems  that  are  greatly  increased  by  the 
lack  of  Federal  funds.  This  is  to  say  that  the  administration's  faith 
in  the  private  sector  to  pick  up  the  slack  in  such  social  programs  as 
housing  the  poor  is  naively  held  and  not  likely  to  occur. 

I  have  spoken  from  a  philosophical  perspective  as  to  why  the  ad- 
ministration's budget  is  ill-conceived.  Now  I  shall  speak  from  a 
practical  standpoint  about  the  impact  such  a  budget  designed  to  de- 
program housing  will  have  in  one  jurisdiction  which  might  be  per- 
ceived as  having  the  wherewithal  to  house  its  own,  namely  Fairfax 
County. 

Fairfax  County  has  a  housing  crisis.  High  interest  rates  and  con- 
struction cost  have  reduced  single-family  construction  by  54  per- 
cent over  the  last  5  years.  Low-  and  moderate-income  rental  units 
are  being  consumed  through  condominium  conversion,  by  specula- 
tors or  by  those  unable  to  afford  single-family  homeownership.  The 
county's  overall  rental  vacancy  rate  is  a  mere  2.6-percent.  Most  of 
the  vacant  units  are  located  in  expensive  high-rise  buildings. 

The  results  are  that  we  have  2,000  families  on  the  Housing  Auth- 
ority's waiting  list.  We  have  some  24,000  families  either  over- 
crowded of  overpaying  or  unhoused  within  the  county.  Finally,  we 
have  uncounted  families  actually  being  displaced  from  the  dwin- 
dling supply  of  older  moderately  priced  rental  units  as  a  result  of 
condominium  conversion — a  number  which  I  would  suggest  is 
likely  to  increase  if  interest  rates  do  in  fact  sometime  decrease. 

Since  its  creation  in  1966,  the  Fairfax  County  Redevelopment 
and  Housing  Authority  has  been  desperately  trying  to  cope  with 
the  housing  problem.  The  last  5  years  has  brought  substantial 
gains.  But  now,  faced  with  the  loss  of  one  of  our  largest  housing 
resources  through  condominium  conversion,  we  are  also  faced  with 
the  loss  of  all  Federal  Government  program^  ai^^  ^^  construction 
and  adequate  rental  assistance — Federal  Pi^Qgraxas  tYvat  were  ade- 
quately working  in  Fairfax.  ^^ 
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Let  me  address  the  administration's  proposed  voucher  sgrstem. 
This  Qfstem  in  the  administration's  budget  presumes  an  adeqpate 
supply  of  rentaL  ajprtmente,  wludijjs  not  the  fiaot  in.  Fairfisz 
Ciounty,  rjust  mentione3["gie  ^Sjiercent  vacancy  rate  and  M^ODO 
peoplelincterlioused.  thus,  CEe  new  vouc&hr  ^ystmo^  designed  Jon- 
place  the  section  8  existing  program,  will  be  a  disaster  in  Fairfiaz 
Uounty  for  persons  of  low  and  moderate  income. 

Thore  is  no  market  within  which  to  compete.  But  the  declining 
inventoij  of  rental  i^iartments  and  with  utility  costs  still  riainft 
section  8  existing  clients  in  Fairfax  Counly  could  well  go  from 
spending  25  percent  of  their  income  for  rent  and  utilities  to  50  to 
60  percent  llus  prqjection  is  based  on  the  budget  proposal  to  grant 
$loO  per  month  to  eligible  clients.  That  asHumefl  that  th^  can  find 
a  unit  to  rent. 

Let  me  move  to  the  section  on  aid  to  public  housing  propams, 
new  construction  and  substantial  rehabilitation.  In  Faimz  County 
these  programs  have  worked.  In  the  past  5  years  our  authority  has 
participated  in  construction  and/or  financing  of  16  prcgects,  a  total 
of  over  1,200  units.  The  proposed  budget  now  attempts  to  eWminats 
the  programs  under  which  these  units  were  built  and  also  render 
these  projects  bankrupt. 

In  the  public  housing  prosram  the  authority's  income  sources  are 
two— rent  and  operating  subsidy.  Rental  income  will  be  reduced  be- 
cause we  are  now  being  told  that  95  percent  of  the  tenants  must  be 
the  lowest  income.  Further,  the  buck^  proposes  to  reduce  the  opet' 
ating  subsidy.  Consequently,  we  wilTbe  receiving  far  less  income  to 
take  care  of  the  same  needs  with  increased  costs. 

Our  authority  has  only  two  places  to  cut— either  maint^wiance 
and  management  or  utiuties.  I  would  stete  that  utilities  at  tUs 
time  consumes  60  percent  of  our  present  budget  and  raises  the 
question  of  how  does  one  cut  utilities.  The  authorily  will  be  forced 
into  a  planned  program  of  watehful  deterioration. 

This  year's  cutbacks^  combined  with  the  inequities  in  perform- 
ance funding,  have  left  the  authority  short  by  an  estimated 
$160,000.  This  must  be  made  up  from  local  contributions.  This 
shortfall  will  be  made  up  with  money  over  and  above  the  present 
county  subsidy,  which  already  underwrites  the  salaries  of  certain 
authority  personnel,  underwrites  condominium  and  homeowners 
fees  in  certain  projects  where  we  have  units,  and  also  underwrites 
painting  and  other  maintenance  costs. 

The  suppcni;  of  the  authority  for  operating  costs  and  personnel 
amounts  to  $917,000  in  the  county^s  annual  operating  budget 
B^vond  this,  the  county  has  supported  construction  of  prefects  as 
well.  Projects  have  been  made  feasible  with  housing  assirtanoe 
fiinds  provided  hy  the  county  and  amounting  $4,100,000  over  the 
past  6  years. 

Moreover,  recently,  foced  with  the  availability  of  no  Federal  pro* 
grams,  in  order  to  save  20  percent  of  the  units  in  a  200idus  unit 
condominium  conversion,  county  dollars  have  provided  a  aown  pay- 
ment County  dollars  provided  wort-term  financing.  County  doUan 
will  supplv  condo  fees  and  the  taxes  will  be  abated. 

Even  with  this  assistonce  frtmi  the  county,  the  authority  will  be 
forced  to  rent  these  units  for  $876  per  month.  That  means  that 
only  a  small  portion  of  those  who  have  lived  in  these  units  beAm 
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conversion  will  be  able  to  afford  to  continue  living  there.  It  means 
that  very  few  of  the  authority's  waiting  list  will  be  able  to  afford 
these  rents.  The  really  poor  and  those  earning  less  than  $12,000 
per  ye€U"  in  our  county  will  be  eliminated  from  eligibility  for  such 
units. 

This  is  what  happens  when  Federal  programs  are  eliminated  and 
a  locality  must  go  it  alone.  The  poor,  the  working  poor,  are  still  not 
able  to  compete  in  the  housing  market. 

In  conclusion,  we  need  housing  construction  and  rehabilitation 
programs  that  will  meet  the  needs  of  the  poor,  the  low  income,  and 
even  the  moderate  income.  Therefore,  I  urge  you  to  restore  the  202 
elderly  housing  program  to  its  formal  level,  resurrect  the  section  8 
and  public  housing  programs  to  a  significant  percentage  of  the 
former  annual  allocation  of  130,000  units,  fund  the  312  rehabilita- 
tion program,  continue  the  GNMA  tandem  financing  program  and, 
most  importantly,  resist  the  request  to  rescind  most  of  the  housing 
monejrs  contained  in  the  appropriation  act  approved  by  you  in  De- 
cember of  1981. 

Thank  you. 

[Mr.  Hopkins  submitted  the  following  material  for  inclusion  in 
the  record:  A  prepared  statement  with  attachment;  an  article  from 
the  Fairfax  Journal  of  March  22,  1982,  entitled  "County  Faces 
Apartment  Shortage";  1977-82  figures  regarding  progress  under  ex- 
isting Federal  programs  of  the  Fairfax  County  Development  and 
Housing  Authority;  a  memorandum  to  the  Fairfax  County  Board  of 
Supervisors,  dated  March  22,  1982,  regarding  rental  housing  rate 
information;  and  the  annual  report  of  the  Fairfax  County  Redevel- 
opment and  Housing  Authority  (July  1,  1980  to  June  30,  1981).  Also 
submitted  is  a  letter  sent  subsequent  to  the  hearing  regarding  low- 
income  housing  in  Fairfax  County,  Va.  The  materi^  follows:] 
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TBSTXMcnnr  to  house  of  represerkatzves 

COMMITTEE  OH  HOUSIVG  AND  BABDCHIG 
NAVH  25,  1982 


PROMt   GERAU)  W.  HOPKINS 

10700  BUCKIWSHAM  ROAD 
PAIRFAX,  VIRGINIA   22032 


I  AN  OERALD  W.  HOPKINS.   I  AM  A  RBSISBNT  OP  PAIRFAX  OXTNTT  IN       ^ 

THE  BIOBTH  C0H8RBSSI0HAL  DISTRICT  OP  VIRGINIA.   I  SPEAK  PROM 

TMO  PERSPECTIVES  AGAINST  THE  ADMINISTRATION'S  BUDGET  PROVISIONS  WHICH 

WOULD  ELIMINATE  BEDBRALLT  SUBSIDIZED  HOUSING  PROGRAMS.   PIRST, 

I  AM  A  MINISTER  AND  PRESIDENT  OP  SHE  BOARD  OP  DIRECTORS  OP  THE 

NATIONAL  CAPITAL  UnON  PRESBYTERY.   SECONDLY,  I  AM  CHAIRMAN  OP 

THE  PAIRFAX  COUNTY  RBDBVELCPMENT  KSD   HOUSING  AUTHORITY. 

I  SPEAK  PIRST  AS  A  MINISTER  WHO  IS  A  MEMBER  OP  TMO  PRESBYTERIAN 
DBNOMimTIONS  --  THE  UNITED  PRESBYTERIAN  CHURCH  ABU)  THE  SOUTHERN 
PRESBYTERIAN  CHURCH.   OUR  PRESBYTERY  OP  115  CHURCHES  IN  THE  WASHINGTON 
AREA  HAS  HAD  A  LONG  COMMITMENT  TO  SOCIAL  JUSTICE  AND  TO  HOUSING 
IN  PARTICULAR.   SEVERAL  INDIVIDUAL  CHURCHES  AND  THE  PRESBYTERY'S 
OWN  HOUSING  DEVELOPMENT  CORPORATION  HAVE  SPONSORED  SEVERAL  HOUSING 
PROJECTS.   HOWEVER,  NONE  OP  THESE  PROJECTS  COULD  HAVE  BEEN  BUILT 
WITHOUT  FEDERAL  SUBSIDY.   THE  CHURCH  WITH  ITS  COMIITMENT  AND  ITS 
FINANCIAL  RESOURCES  IS  INCAPABLE  OF  HOUSING  THE  POOR  APART  FROM  A 
PARTNERSHIP  WITH  THE  GOVERNMENT  AND  IRE  PRIVATE  SECTOR. 
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SPONSORSHIP  BY  IHE  CHURCH  OP  HOUSIliG  POR  IHE  LOW  ISCOMB  WILL  CBASB 
WITHOUT  ASSISTANCE. 

EVEN  THGOGH  BOTH  DENOMINATIONS  ARE  THEOLOGICALLY  AND  PINANCIALLY 
COMMITTED  TO  SOCIAL  JUSTICE  AND  SOCIAL  PROGRAMS,  THEIR  RESOURCES  ARE 
LIMITED.   VOLUNTARISM  AND  RELIGIOUS  CHARITY  WILL  NOT  PILL  THE  GAP 
CREATED  BY  THE  ADMINISTRATION'S  REDUCTIONS.   THE  PRESBYTERIANS  AND 
MANY  OTBER   DENOMINATIONS  WILL  ATTEMPT^TO  RESPOND,  BX7T  ALL  HAVE  BEEN 
STRETCHED  TO  THE  LIMITS  PRIOR  TO  THE  PROPOSED  CUTS  JUST  TO 
MEET  THE  NEEDS  OP  THOSE  WHO  PELL  THROUGH  THE  CRACKS  OP  PEDERAL 
PROGRAMS.   I  WOULD  ALSO  REMIND  YOU  THAT  MANY  OP  OUR  CONSTITUENCY 
AND  MANY  OP  THOSE  WHO  PROPESS  THE  CHRISTIAN  RELIGIOUS  PAITH  DO 
NOT  BELIEVE  THAT  SOCIAL  JUSTICE  AND  SOCIAL  PROGRAMS  ARE  A 
NECESSARY  TENET  OP  THEIR  PAITH.   CONSEQUENTLY,  THERE  IS  NOT  THE 
IMPETUS  THAT  RESULTS  IN  GIVING  ONE'S  MONEY  OR  TIME  TO  HELP  SOLVE 
SOCIAL  PROBLEMS.   THIS  IS  TO  SAY  THAT  THE  ADMINISTRATION'S 
FAITH  IN  THE  PRIVATE  SECTOR  TO  PiCCK  UP  THE  SLACK  IN  SUCH  SOCIAL 
PROGRAMS  AS  HOUSING  THE  POOR  IS  NAIVELY  HELD  AND  NOT  LIKELY 
TO  OCCUR. 

I  HAVE  SPOKEN  FROM  A  PHILOSOPHICAL  PERSPECTIVE  AS  TO  WHY  THE 
ADMINISTRATION'S  BUDGET  IS   ILL-CONCEIVED.   NOW,  I  SHALL  SPEAK  FROM 
A  PRACTICAL  STANDPOINT  ABOUT  THE   IMPACT  SUCH  A  BUDGET  DESIGNED  TO 
DEPROGRAM  HOUSING  WILL  HAVE  ON  ONE  AREA  WHICH  MIGHT  BE  PERCEIVED 
AS  HAVING  THE  WHEREWITHAL  TO  HOUSE  ITS  OWN. 
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FAIRFAX  COUNTY  KMS  A  HOUSING  CRISIS!     HIGH  IKTEREST  RATES  At€>  CDNSTRUTTION  COST  HUME 
CUT  BACK  SINGLE-FAMILY  CONSTRUCTION  BY  S<»%.      TfC  LOW  AM)  MOOBIATE  INCOIC  RBITAL  UNITS 
Mt£  BEING  CONSmCD  THUUGH  COMXMINIUH  CONVERSION  BY  THOSE  UIMBLE  TO  AFFORD  A  SINGLE- 
FAMILY  HC»COUNERSHIP.     T»€  COUNTY'S  OVERALL  R0ITAL  VACANCY  RATE  IS  2.6%.     MOST  OF  T>C 
VACANT  UNITS  ARE  LOCATED  IN  EXPENSIVE  HIGH-RISE  STRUCTURES. 

THE  RESULTS  Mt£: 

(1)  2^000  FmiLlES  ON  TIC  HOUSING  AUTHORITY'S  MAITING  LIST. 

C2)  SOME  2<»,000  F/MILIES  EITHER  OVERCROUDED  OR  OVERPAYING  OR  UTtOUSED 

WITHIN  THE  COUNTY. 
C3)  FAMILIES  ACTUALLY  BEING  DISPLACED  FROM  THE  OWIfCLING  SUPPLY  OF 

OLDER,  MODERATELY  PRICED  R0ITAL  UNITS  AS  A  RESULT  OF  COMXMINIUM 

CONVERSION. 

SINCE  ITS  CREATION  IN  1966,  THE  FAIRFAX  COUNTY  REDEVELOPMENT  M€>   HOUSING  AUTHORITY 
CFCRm)  HAS  BEEN  DESPERATELY  TRYING  TO  COPE  WITH  T»€  HOUSING  PROBLEM,  AM)  IN  T>C  LAST 
FIVE  YEARS  HAS  SEEN  SUBSTANTIAL  GAINS.  BUT,  NOW  FACED  WITH  THE  LOSS  OF  ONE  OF  OUR 
LARGEST  HOUSING.  RESOURCES  THUUGH  COMXMINIUM  CONVERSION,  WE  ARE  ALSO  FACED  WITH  TfC  LOSS 
OF  ALL  FEDERAL  GOVERffCNT  PKOBRAHS   AIMED  AT  CONSTRUCTION,  AND  ADEQUATE  R0ITAL  ASSIST/MCE. 

RENTAL  ASSISTANCE: 

T»€  PROPOSED  BUDGET  PRESUMES  fiH  AOEQIMTE  SUPPLY  OF  RBITAL  APART^CNTS,  WHICH  IS  NOT  T>C 
FACT  IN  FAIRFAX  COUNTY  CSEE  ATTACHED  REPORT  FROM  THE  FAIRFAX  COUNTY  OFFICE  OF  RESEARCH 
AND  STATISTICS).  THUS,  THE  NEW  "VOUCHER"  SYSTEM  DESIGNED  TO  REPLACE  THE  SECTION  8 
EXISTING  PROGRAM  WILL  BE  A  DISASTER  FOR  PERSONS  OF  LOW  AND  MODERATE  INCOME  IN  FAIRFAX 
COUNTY.   . 

WITH  A  DECLINING  INVENTORY  OF  RENTAL  APARTMENTS,  AND  WITH  UTILITY  COSTS  STILL  RISING, 
THE  SECTION  8  EXISTING  aiENTS  IN  FAIRFAX  COUNTY  COULD  WELL  GO  FROM  SPETOING  25%  OP 
THEIR  INCOrC  FOR  RENT  AND  UTILITIES  TO  50%  -  60%.  THIS  IS  BASED  ON  T«  BUDGET  PRO- 
POSAL TO  GRANT  $166/M0NTH  ($2,000/YEAR)  TO  ELIGIBLE  CLIENTS.   THAT  ASSUMES  THAT  THEY 
CAN  FIND  SHELTER. 
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NEW  CONSTRUCTION  MP   SUBSTANTIAL  REHABILITATION  -  SECTION  8  AND   PUBLIC  HOUSING: 

IN  FAIRFAX  COUNTY  THESE  PROGRAMS  HAVE  WORKED!   IN  THE  PAST  FIVE  YEARS  OUR  AUTHORITY 
HAS  PARTICIPATED  IN  THE  CONSTRUCTION  AND/OR  FINANCING  OF  16  PROJECTS;  A  TOTAL  OF 
IrWfr  UNITS  CSEE  ATTACHED  SCHEDULE).   THE  PROPOSED  BUDGET  NOW  ATTEhf^TS  TO  ELIMINATE 
THE  PROGRAMS  UNDER  WHICH  THESE  UNITS  WERE  BUILT,  AND  ALSO  RENDER  THESE  PROJECTS 
BANKRUPT. 

IN  THE  PUBLIC  HOUSING  PROGRAM  THE  AUTHORITY'S  INCOf^  IS  FROM  T\K)   SOURCES  -  RENT  AND 
OPERATING  SUBSIDY. 

RENTALS  WILL  BE  REDUCED  BECAUSE  WE  ARE  NOW  BEING  TOLD  THAT  95%  OF  THE  TENANTS  MUST  BE 
OF  THE  LOWEST  INCOME,  AND  THE  BUDGET  PROPOSES  TO  REDUCE  OPERATING  SUBSIDY.   THAT  LEAVES 
OUR  AUTHORITY  WITH  T\K)   PLACES  TO  CUT;  EITHER  MAINTENANCE  AND  MANAGEMENT  OR  UTILITIES. 
T>C  LATTER  CONSUTtS  50%  OF  OUR  PRESENT  BUDGET. 

THIS  YEAR'S  CUT-BACKS,  COMBINED  WITH  THE  INEQUITIES  IN  PERFORMANCE  FUNDING,  HAVE  LEFT 
THE  FCRHA  SHORT  BY  AN  ESTIMATED  $150,000.   THIS  MUST  BE  MADE  UP  FROM  LOCAL  CONTRIBUTIONS. 
THE  ABOVE  SHORTFALL  IS  OVER  AND  ABOVE  THE  PRESENT  COUNTY  SUBSIDY,  WHICH  UNDERWRITES  THE 
SALARIES  OF  CERTAIN  FCRHA  PERSONNEL,  CONDOMINIUM  AND  HOMEOM^RS'  FEES,  PAINTING,  ETC. 

CONSTRUCTION  AND  SUBSTANTIAL  REHABILITATION  PROGRAMS  THE  BUDGET  HAS  ELIMINATED: 

-  CUTTING  BACK  THE  ELDERLY  HOUSING  UNDER  THE  202  PROGRAM  TO  10,000  UNITS. 

-  CUTTING  FROM  130,000  TO  1'40,000,ANNUALLY, SECTION  8  AND  PUBLIC  HOUSING 
UNITS  TO  ZERO,  EXCEPT  FOR  A  FEW  ELDERLY. 

-  ELIMINATION  OF  THE  312  REHABILITATION  PROGRAM. 

-  ELIMINATION  OF  THE  GNMA  TANDEM  FINANCING  PROGRAM. 

ALL  OF  THIS  IS  COUPLED  WITH  A  REQUEST  BEFORE  YOU  TO  RESCIND  MOST  OF  THE  HOUSING  MONIES 
CONTAINED  IN  THE  APPROPRIATION  ACT  APPROVED  BY  YOU  IN  DECEMBER  1981. 

WHAT  CAN  LOCALITIES  DO? 

FAIRFAX  COUNTY  ALREADY  SUPPORTS  THE  AUTHORITY,  NOT  ONLY  FOR  OPERATING  COSTS  AND  PERSOM^L 
BY  $917,000  IN  ITS  ANMJAL  OPERATING  BUDGET,  BUT  HAS  SUPPORTED  CONSTRUCTION.   PROJECTS 
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HAVE  BEEN  MADE  FEASIBLE  WITH  HOUSING  ASSISTANCE  FUNDS  AT  A  LEVEL  OF  $^,100,000  OVER  THE 
PAST  FIVE  YEARS. 

RECENTLY,  TO  SAVE  20%  OF  THE  UNITS  IN  A  CONDOMINIUM  CONVERSION,  COUNTY  DOLLARS  PROVIDED 
A  DOV^PAYMENT;  COUNTY  DOLLARS  SUPPLIED  SHORT-TERM  FINANCING;  COUNTY  DOLLARS  WILL  SUPPLY 
CONDOMINIUM  FEES,  AND  TAXES  WILL  BE  ABATED. 

EVEN  WITH  ALL  THIS  ASSISTANCE  FROM  THE  COUNTY,  THE  AUTHORITY  WILL  BE  FORCED  TO  RENT  T>€SE 
UNITS  FOR  $365/MONTH.   THAT  MEANS  THAT  ONLY  A  SMALL  PORTION  OF  THOSE  IN  NEED  OF  SHELTER 
WILL  BE  ABLE  TO  AFFORD  THE  RENT.   THE  REALLY  POOR  WILL  BE  TOTALLY  CUT  OFF. 

IN  CONCLUSION: 

-  WE  NEED  A  HOUSING  CONSTRUCTION  PROGRAM  THAT  WILL  MEET  THE  NEEDS  OF  THE  POOR. 

-  WE  ARE  ONLY  ACROSS  THE  RIVER,  AND  OUR  HOUSING  NEEDS  AND  LACK  OF  RENTAL  HOUSING 
CANNOT  ONLY  BE  SEEN  FROM  THE  CAPITAL,  BUT  I  AM  SURE  IS  A  PROBLEM  THAT  YOUR  STAFF 
AND  GOVERNMENT  EMPLOYEES  CAN  PERSONALLY  ATTEST  TO. 

THANK  YOU. 
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Fairfax  County  Redevelopment  and  Housing  Authority 
1977  -  1982 
RE:   Progress  Under  Existing  Federal  Programs 

Public  Housing  Construction 


Atrium 

37 

The  Park 

24 

Robinson  Square 

46 

Heritage  Woods 

31 

Belle  View 

47 

Greenwood 

153* 

Sheffield 

8 

Total 

346  units 

-Existing  Section  8  -  736 
Section  8  New  Construction 


Island  Walk     102* 
Winter  Hill      80 
Hunting  Creek     37 
Fisher  Hall      12 
Crevenna  Oaks     50 
Summit  Oaks      50 
Yorkvllle      236* 
Strawbrldge     128 
Briarcllff       30* 

Total     itASO"  unfts 

Moderate  Income  Direct  Sales  (MIPS) 

Burke  Manor 
Newlngton  Forest 
Townes  of  Vienna 
Heritage  Woods  S. 
Sheffield 
Brosar  Park 
Mt.  Pleasant 
Total 

10 
92 
12 

3 

3 
37 
13 
T70  units 

*cooperat1ves 

Rehabilitation 

No.  of  Loans 

1^ 

39 

312  Loans 

$  686,000 

191  . 

CD  Loans  and  Grants 

2.057,000 

86 

Tax  Exempt  Bank  Loans 

1,057,000 

^ 

County  Rehabilitation 
totaV 

725,000 
t4,525,OM 

Over  $20»000,000  In  Comminlty  Development  Block  Grant  activity. 
All  funds  we  expended  only  on  projects  for  low  and  moderate  Income 
Tamil  ies. 
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Memo  to  the  Board  March  22,    1982 

1-7.       Rental  Housing  Rate  Information 


At  the  February  1,  1982  Board  of  Supervisors' 
meeting.  Supervisor  Davis  discussed  an  article  in  the  January  30,  1982 
edition  of  the  Washington  Post.  This  article  stated  that  the  metropolitan 
area's  rental  housing  vacancy  rate  was  approximately  5  percent.  The 
enclosed  document  discusses  the  article's  relevance  to  Fairfax  County  with 
information  from  the  1981  Rental  Housing  Survey,  and  presents  some  pre- 
liminary results  of  the  1982  Rental  Housing  Survey.  Based  on  this  infor- 
mation, a  5  percent  housing  vacancy  rate  is  not  applicable  to  Fairfax 
County. 

According  to  the  preliminary  results  of  the 
1982  Rental  Housing  Survey: 

The  County's  overall  vacancy  rate  is  under  3.0  percent. 

There  has  been  an  increase  in  the  vacancy  rates  for  high-rise  projects 
that  have  higher-priced  units.  Most  of  the  increase  in  this  vacancy  rate 
is  attributed  to  increases  in  vacant  units  in  those  high-rises  that  have 
always  had  vacancy  rates  higher  than  the  County  average. 

The  vacancy  rates  for  garden  apartment  projects  with  relatively 
high-priced  units  have  always  been  lower  than  the  County  average. 
Preliminary  results  from  the  1982  Rental  Housing  Survey  indicate  that 
these  projects  still  have  lower  vacancy  rates  than  the  County  average. 

The  County's  relatively  low  vacancy  rate  is  the  direct  result  of  recent 
declines  in  the  County's  rental  housing  inventory  and  the  reduction  of 
homeownefship  opportunities. 

ENCLOSED  DOCUMENTS:  Memorandum  to 
the  County  Executive  from  the  Director,  Office  of  Research  and  Statistics, 
dated  March  16,  1982. 

STAFF:     J.  Hamilton  Lambert,  County 
Executive;  Timothy  W.  Jones, 
Director,  Office  of  Research  and 
Statistics 
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RENTAL  HOUSINC  DAT^  FAIRFAX  COUNTY 

-  UgtlntPf  R«italHmHlQifto)«etibjffrojKtriMi« 

-  Av«ras«  R«nt*  for  Units  In  Rental  Housing  RroiaGtl 
by  Suponrlsor  Distrlcti 

rim 


ttothod  osmpuiar  roport  provwos  nstinfi  oi  rsntai  nousmg  piojoctt  and  avariai 
ter  unhs  In  ffwital  housing  projocts  loastod  In  Fairfax  County  aa  of  asnuafv  Ifik 
lad  In  tha  BstiMi  va  ttw  f  ollawing  data  aianianlM 


uniti  •  typaaCuniti 

of  units  •  tetali 


a(  units/unit  slaa  •  avoraga  rantAnIt  i 
aCproJacS  •  agaof  projaci 
tract  a  utnHlasIndudadlnrant 


For  addHlonal  Information  pleaaa  contact  tha  Mansgamom  Sarvicas  Brandi  of  tha  Fakfa 
County  Of  flea  of  Rasaardi  and  Statistics  at  49109%U 
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Utilities  Included  In  Rent 


yuu^Y 

A 

Heating 

B 

Air  Conditioning 

C 

Hot  Water 

D 

Other  Electricity 

Code  Letter 

^•nity 

A 

Air  Conditioning 

B 

Pool 

C 

Secretarial  Service 

D 

Washer/Dryer  in  Unit 

E 

Tot  Lot 

F 

Security  Guard 

G 

Wall  to  Wall  Carpet 

H 

Pets 

J 

Adult  Only  Buildings 
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HOUSING  DEVELOPMENT 


2M  fmkin  County  twnlUf 
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AoquMtlon  and  Substantial 
Rahabllitatlon  —  One  of  the 
traditional  roles  of  a  local  hous- 
ing authority  is  developing, 
rehabilitating,  and  acquiring 
units  under  the  PutHic  Housing 
program.  Through  such  ac- 
tivities, the  Fairfax  County 
Redevelopment  and  Housing 
Authority  (RHA)  now  owns  502 
public  housing  units,  providing 
decent  shelter  for  low  and 
moderate  income  residents  at 
rents  they  can  afford. 

In  recent  years,  a  significant 
number  of  rental  developments 
which  housed  lower  income 
families  have  been  lost  to  corv 
domlnium  conversion.  In  an  ef- 
fort to  preserve  some  units  for 
low  and  rrKxtorate  income  fami- 
lies, the  RHA  acquired  and/or 
rehabilitated  166  units  In 
FY1981.  Funds  were  provided  by 
the  U.S.  Department  of  Housing 
and  Urt>an  Development  (HUD) 
through  the  Public  Housing  Ac- 
quisition and  Substantial 
Rehabilitation  Program. 


During  the  initial  stages  of 
condominium  conversion,  resi- 
dents of  Greenwood  Apart- 
ments, located  near  Seven  Cor- 
ners, asked  the  RHA  for  assis- 
tance so  lower  Income  persons 
and  families  would  not  be 
displaced.  The  RHA  responded 
to  Greenwood  residents  by  pur- 
chasing the  153Hjnit  develop- 
ment in  August  1960.  Plans  are 
undenvay  to  sut>8tantially 
rahabilltate  the  apartments  and 
to  redesign  30  one-bedroom 
units  Into  15  three-t)edroom 


units.  This  work  is  expected  to 
begin  in  the  fall  of  1961. 

Thirteen  units  In  the  979Hjnit 
Belle  View  Apartments  k>cated 
south  of  Alexandria  were  ac- 
quired in  that  devek>pment's 
first  stage  of  condominium  con- 
version in  March  1961.  in  the 
final  stages,  the  RHA  plans  to 
purchase  27  units  to  allow  more 
kyw  and  moderate  Income  fami- 
lies to  remain  renting  their  units 
at  Belle  View. 

New  Construction  —  In  the  fall 
of  1960.  ground  was  broken  for 
Robinson  Square,  a  46-unit 
cluster  townhouse  development 
Named  in  honor  of  John  E. 
Robinson,  a  former  RHA  com- 
missioner. Robinson  Square  is 
being  constructed  adjacent  to 
the  RHA's  new  office  buikllng. 
located  directly  west  of  George 
Mason  University's  main  cam- 
pus and  south  of  Fairfax  City. 
Being  tHiilt  by  a  private 
developer  under  the  turnkey 
method  of  public  housing 
development,  this  new  housing 
complex  will  feature  its  own 
community  room  and  day-care 
facility.  ReskJents  of  the  RHA's 
assisted  devetopments  have 
been  paying  25  percent  of  their 
income  for  rant  and  utilities. 

For  mors  than  two  years,  the 
RHA  has  pursued  the  use  of  a 
putHic  housing  turnkey  reserva- 
tton  VA-19-2S.  Originally  Lotto 
Constructton,  Inc.  sutmiitted  a 
proposal  for  50  townhouses  in 
Springflekl  known  as  Coventry. 
With  the  modification  of  the 
development  program  for  that 
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Site  from  townhouses  to  single- 
family  homes,  HUD  instructed 
the  RHA  to  readvertise  for 
developers'  proposals  for  30 
single  family  homes.  After  this 
second  invitation  for  proposals. 
Lotto  Construction,  Inc.  was 
again  the  only  developer  to  sub- 
mit a  proposal.  In  April  1961  re- 
zoning  of  the  site  was  approved. 

Following  public  hearings 
under  Section  15.1-456  (public 
facilities  review)  before  the  Plan- 
ning Commission  and  the  Board 
of  Supervisors,  the  RHA  ac- 
quired a  14.6-acre  site  in  Cen- 
treville.  The  RHA  used  its  revolv- 
ing development  fund  for  ttiis 
land  purchase.  Plans  are  under 
way  to  construct  a  44-unit 
townhouse  development  named 
Barros  Circle  under  the  public 
housing  program  and  to  sell  the 
remaining  property  for  converv 
tional  development. 


^Mfitlfin   m   M^^   ^  II  n  ■■■!     lilt  II  II 

Making  use  of  the  versatile 
Section  8  federal  rent  assistance 
program,  the  RHA  completed 
construction  of  186  units  in  two 
areas  of  the  county.  Using  prof- 
fered land  at  Burke  Centre,  the 
RHA  again  joint-ventured  with 
the  Oxford  Development  Cor- 
poratton  for  the  constructkxi  of 
a  50Hjnit  townhouse  develop- 
ment under  the  Sectton  8  pro- 
gram. The  devek>pment,  called 
Summit  Oaks,  was  fully  oc- 
cupied by  March  1961.  Coliateral 
agreements  between  the  RHA 
and  Oxford  enable  the  RHA  to 
nx)nitor  management  of  Burke 
Centi»«ssisted  devetopments 
and  the  achievement  of  a  resi- 
dent mix  of  70  percent  moderate 
income/30  percent  kMv  income 
families.  Completed  and  fully  oc- 
cupied in  June  1961,  EdsaJI  Sta- 
tkMi  is  a  13&<init  Sectkm  8  rental 


rthe 


Shopping 

RHA  furnished 

perinaiient  financing  to  the  prt* 


With  Saunders  B.  Moon  Hous- 
ing Devetopment  Corpoortion 
acting  as  ooeponsof,  constnio^ 
tion  began  December  1980  on 
Hunting  Cieek.  a  364ownhouM 
devetopment  in  Gum  Springs. 
Tnis  assisiea  section  o  oewsiof^ 
mont  is  expected  to  be  oom* 
pletod  by  December  1981. 


Following  ttie  election  of  the 
resident  Board  of  Directors  in 
July  of  198a  the  RHA  trww- 
ferred  ownership  of  Island  VMk 
to  its  low  and  moderate  Income 
residents.  Using  irwwvatiws  plan* 


nmmn  u0tit9  m 


ttie  RHA-eponsoted  Island  VMk 
Cooperative  in  Reston  was  the 
first  newly  constnictsd  ooo|^ 
erative  to  be  approved  by  HUD 
under  the  Sectkm  8  program. 
Through  ttie  Section  8  housing 


have  paid  no  more  tttan  25  per> 
cent  of  ttioir  monthly  Income  for 
total  housing  costs  witito  havfng 
tin  their 


It  is  antic  ipatad  tlial  owner- 
ship of  ttie  second  housing 
cooperatlws  sponaoiid  by  the 
RHA  win  be  transfaned  to 
fooManta  in  Seplambar  1981. 
With  more  ttian  96  percent  of 
the  units  sold  by  the  and  of 
June  1981,  YbilcvMe  provfdas 
homeownanliip  for  288  FaMtt 
County  f  awWaa  of  low  and 
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moderate  income  using  the 
federal  Section  8  housing 
assistance  program.  Develop- 
ment of  Yorlcville  involved  the 
acquisition,  redesign  and 
rehabilitation  of  an  apartment 
complex  which  stood  vacant  and 
unattended  for  three  years  after 
t)eing  abandoned  during  con- 
struction by  a  private  developer. 
Among  the  amenities  at  Yortcviile 
are  several  two-level  townhouse- 
type  units  for  large  families,  a 
community  building  created 
from  a  former  auto  body  shop, 
and  a  pool  and  bath  house. 

A  corporation  formed  by  the 
RHA  called  the  Housing  and 
Community  Development  Cor- 
poration (HCDC)  serves  as  the 
general  contractor  of  another 
Section  8  cooperative.  This 
30-unit  bacl(-to-bacl(  townhouse 
development  called  Briarcliff  is 
under  construction  near  Tysons 
Comer.  Catholics  for  Housing, 
Inc.,  a  nonprofit  corporation,  and 
CRICO  Limited  Partnership  of 
Briarcliff,  forming  a  general  part- 
nership itnown  as  Briarcliff 
Housing  Associates,  are  the 
owners  of  the  development 
When  HUD  approval  is  secured, 
Briarcliff  Housing  Associates 
will  lease  the  development  to 
the  residents. 

The  RHA  also  is  working  to 
develop  cooperatively  owned 
housing  under  the  public  hous- 
ing program  for  the  Gum 
Springs  community.  Planned  for 
construction  in  1982,  the  West 
Ford  Housing  Cooperative  will 
be  located  on  three  separate 
sites  and  will  consist  of 


Th9  RHA  ownt  and 


apartmantt  In 
Annandala. 


townhouses  and  single  family 
detached  units.  The  develop- 
ment is  being  sponsored  by  the 
Saunder  B.  Moon  Housing  De- 
velopment Corporation  and  the 
RHA. 

Under  cooperative  homeown- 
ership,  families  work  together  to 
own  and  control  their  living  en- 
vironment One  mortgage  covers 
the  entire  deve(ppment  and  with 
down  payments  generally  less 
than  $1,000  depending  on  bed- 
room size,  each  family  pur- 
chases a  membership  share  in 
the  cooperative  corporation.  The 
elected  Board  of  Directors 
handles  major  policy  matters 
concerning  management  main- 
tenance and  finance. 

The  RHA  plays  a  key  role  in 
sponsoring  housing  coopera- 
tives, for  there  are  few  incen- 
tives for  private  developers  to 


provide  this  kind  of  housing.  The 
RHA's  direct  parttoipation  in 
forming  cooperatives  and  in 
structuring  their  by-laws  assures 
that,  in  the  event  of  re-sale,  the 
return  on  investment  will  be 
limited  so  that  the  units  will  re- 
main affordable  to  low  and 
moderate  income  families. 

Modacale  Income  Diract  Sales 


The  RHA's  Moderate  Income 
Direct  Sales  (MIDS)  Program  pro- 
vides affordable  housing  to 
rrKxtorate  income  families.  In 
FYloei,  twenty-eight  moderate 
income  families  moved  into  their 
own  newly  constructed  town- 
houses  in  Newington  Forest; 
and  three  families  purchased 
homes  in  Sheffield  Square,  a 
townhouse  development  near  Ft. 
Belvoir.  With  the  Wesley  Hous- 
ing Development  Corporation 
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acting  as  sponsor  and  the  RHA 
providing  technical  assistance 
and  land  donation,  twehw 
families  purchased  single  family 
detached  dwellings  at  Mt  Plea- 
sant Circle  In  Annandale.  Site 
work  at  Brosar  Park,  a  develop- 
ment of  37  moderately  priced 
homes,  began  In  March  1961  In 
Qum  Springs  through  a  Joint 
development  effort  t)etween  the 
RHA  and  Saunders  B.  Moon 
Housing  Development  Corpora- 
tion. Since  1978  when  the  RHA 
created  this  home  sales  pro- 
gram. 94  homes  have  been  sold 
to  moderate  income  families. 
Another  100  MIDS  units  are  in 
various  stages  of  planning  and 
development  in  five  different 
areas  of  the  county. 

Under  this  program,  the  RHA 
provides  bek>w  market  interest 
rate  nKKtgages  to  moderate  In- 
come families  primarily  through 


the  Virginia  Housing  Develop- 
ment Authority  and  also  k>cal 
lending  Institutions.  The  majority 
of  MIDS  homes  sold  have  been 
proffered  to  the  RHA  at  the  time 
of  rezoning.  With  the  developer 
generally  selling  the  proffered 
units  to  the  RHA  free  of  land 
cost  and  the  RHA  payfng  a  pro- 
rata share  of  infrastructure 
costs,  the  RHA  sails  the  units  at 
affordable  amounts  to  eligible 
moderate  Income  families. 
Deferred  second  trusts, 
representing  the  differsnce  t)e- 
tween  the  sales  price  of  the  unit, 
less  the  purchaser's  downpay- 
meiU  and  the  first  mortgage, 
have  been  provkJed  t>y  county 
funds  and  a  HUD  Innovative 
grant.  Special  provisions  are  in- 
cluded in  the  second  tnjsts 
which  prevent  windfall  profits 
when  the  MIDS  units  are  resold, 
ensuring  that  they  remain  avail- 


able to  future  moder«to  inooms 


Minimizing  /mpaefs  of  Con- 
dominium Comonlon  —  As 
condominium  converBlon  con- 
tinues to  deplete  the  supply  of 
rental  housing,  the  RHA  is  en- 
couraging condominium  dswsl* 
opers  to  provWe  other  fomtt  of 
assistance  such  as  diacounis 
for  purchase,  long-term  leaaea 
and  outright  reservation  of  units 
f  or  k>w  and  moderate  income 
families.  The  RHA  Is  also  oon- 
sklerlng  purchase  of  devel- 
opments or  provision  of  tax- 
exempt  financing  to  owmera  to 


Under  the  terms  of  a 
Memorandum  of  Agrsement 
signed  earty  In  1961  by  the 
Board  of  SupervlsorB,  the  Con- 
dominium Devek)pere  Astoete- 
tk)n,  the  Apartment  and  Office 
BulMIng  As80clatk)n,  and  the 
Northern  Virginia  Bulldera 
Association,  the  Department  of 
Housing  and  Community  Devel- 
opment (HCO)  was  designaled 
as  the  county's  liaison  with 
developera  of  conversion  prel- 
ects. The  HCO  alao  aenfet  as 
staff  to  the  Board  of  Super- 
visore'  Subcommittee  on  Con- 
dominium Conversion  in 
developing  county  strategy  for 
dealing  with  the  conversion 
problem  and  working  with  tenant 
groupe  to  find  aitamattve  solu- 
tions. A  new  county  onilnanoe 
requires  developera  to  notify  the 
county  of  their  oonveralon  plan 
at  the  I 


a  public  offering  slalsment  with 
the  Virginia  Real  Estate  Com- 
mlsek>a 
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Th0  RHA  foht-mntund 
with  a  prhmt9  dmmlopar 
to  conatnict  Summit  Oaks 
at  Burka  Oantra. 
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HOUSING  MANAGEMENT 
AND  HUMAN  SERVICES 


In  th9  Qrovton  ana 
MHHcappud  mkfnts. 


The  RHA's  dedicated  profes- 
sional staff  of  managers,  place- 
ment officers,  project  represen- 
tatives, maintenance,  custodial 
and  clerical  workers  contributes 
to  ttie  successful  management 
and  maintenance  of  the  RHA's 
502  public  housing  units.  When 
small  numbers  of  public  housing 
units  and  developments  are 
scattered  throughout  a 
geographically  large  jurisdiction 
such  as  Fairfax  County, 
management  and  maintenance 
require  more  staff,  time,  and 
funds  than  when  large 
developments  are  concentrated 
in  a  few  locations.  The  excellent 
condition  of  the  exterior  and  in- 
terior of  the  units,  the  well-kept 
landscaped  grounds,  and  an  at- 
mosphere of  cooperation  among 
the  residents  attest  to  the  RHA's 
competence  and  success  in 
management. 

The  nature  of  management 
services  provided  by  HCD  staff 
varies  according  to  the  type  of 
unit.  Where  the  housing  units 
are  part  of  a  condominium,  the 
condominium  association  is 
responsible  for  maintenance  of 
common  grounds  while  HCD 
assumes  landlord-type  respon- 
sibilities for  the  maintenance  of 
the  interior  of  the  units,  in  RHA- 
owned  garden  apartment  com- 
plexes or  townhouses,  HCD 
maintains  and  operates  the 
entire  devetopment 

In  additk>n  to  maintenance  acti- 
vities, the  HCD  property  manage- 
ment staff  inspects  all  of  its  units, 


works  with  resWents  and  adjacent 
community  groups,  coordinates 
unit  rent-ups,  and  conducts  orien- 
tatk>n  sessions  for  new  reskJents. 
To  further  enhance  ttiis  system, 
project  representatives,  as  part  of 
the  resident  management  partk:i- 
pation  program,  wortc  to  insure  the 
health  and  welfare  of  the  reskJents 
.  by  responding  to  tenant  problems 
and  enforcing  rules  and  regula- 
tions. 

In  addition  to  the  regular 
maintenance  program,  substan- 
tial improvements  and  repairs  to 
RHA  developments  have  been 
made  possible  through  the 
federally  funded  public  housing 
modernization  program.  With 
$128,500  approved  in  FYlOei, 
energy-saving  storm  doors  were 
installed,  with  painting,  carpen- 
try, and  fence  repairs  provided 
for  SpringfiekJ  townhouses.  The 
funds  were  also  used  to  install 
storm  windows  at  Rosedale 
Manor  and  to  repair  the  partcing 
\oX  at  Audubon  Apartments. 

The  residents  of  public  hous- 
ing are  encouraged  to  partici- 
pate In  existing  tenant  associa- 
tions or  to  help  form  such  an 
organization  where  none  exists. 
Public  housing  residents  serve 
on  committees  within  their  hous- 
ing developments  and  have 
volunteered  their  time  for 
special  projects.  The  RHA  also 
owns  and  provkJes  maintenance 
for  Fisher  Halt,  a  12-unit  con- 
gregate facility  for  deveiopmen- 
tally  disabled  persons  receiving 
Sectk>n  8  rental  assistance. 


Digitized  by 


Google 


1742 


RHA  OWNED  PUBLIC  HOUSING  UNITS 

Rosedale  Manor,  Bailey's  Crossroads 

Audubon,  Groveton  (eiderty/handicapped) 

The  Green,  Reston 

Reston,  condominiums 

Springfield,  townhouses 

The  Atrium,  Groveton 

Annandale,  condominiums 

Ttie  Park,  Springf  ield 

Mt.  Vernon,  condominiums 

Greenwood,  Seven  Comers 

TOTAL  UNITS 


96 
46 
50 
16 
36 
37 
31 
24 
13 
153 
502 


Human  Senrlces 

Thsviluman  Services  branch 
fulfills  a  wide  range  of  respon- 
sibilities: resident  selection  and 
placement  in  public  housing,  im- 
plementation of  the  Existing 
Section  8  Program,  housing  and 
social  service  coordination  and 
referral,  maintenance  of  the 
assisted  waiting  list,  and  ad- 
ministration of  the  housing 
assistance  payment  contracts 
for  three  Section  8  develop- 
ments. 

In  resident  selection,  place- 
ment officers  make  home  visits, 
examine  credit  reports,  and 
review  rental  referer>ces  of  per- 
sons on  the  waiting  list  before 
placement  in  the  RHA's  public 
housing  units. 

ThB  Human  Services  branch 
also  administers  the  Existing 
Section  8  or  Finders'  Keepers 
Program.  While  only  43  addi- 
tional certificates  were  given  to 


Fairfax  County  in  1961,  a  total  of 
736  families  were  participating 
in  this  program  as  of  June  30, 
1961,  including  92  families 
residing  in  Falls  Church  and 
Fairfax  City. 

Under  this  program,  eligible 
low  and  moderate  income  fami- 
lies rscelve  housing  certificates 
and  then  locate  rental  units  on 
the  private  market  Participating 
families,  while  paying  no  mors 
than  25  percent  of  their  income 
for  rent,  execute  separate  leases 
with  landlords  to  pay  their  share 
of  the  rent  Ttte  owners  of  the 
units  must  be  willing  to  rsnt  to 
families  and  the  rents  must  fall 
under  specified  rsnt  ceilings 
established  by  HUD.  The  ad- 
ministration of  the  program  has 
required  contacting  and  educat- 
ing landlords  to  encourage  their 
participation  in  the  Existing  Sec- 
tion 6  Program,  counseling  the 


families  who  receive  Section  8 
certification  on  the  techniques 
of  locating  housing  units,  and 
annually  recertifying  par- 
ticipating families. 

HCD  administers  housing 
assistance  payment  contracts 
for  three  privately  owned  Section 
6  assisted  developments  total- 
ling 310  units.  These  develop- 
ments are  Island  Walk,  Straw- 
bridge  Square,  and  Winter  Hlli. 
in  FY1961,  HCD  staff  began 
monitoring  tenant  selectkxi, 
mart(eting,  and  construction  of 
two  developments:  Briarciiff,  a 
30Hjnit  townhouse  development 
near  Tysons  Comer  and  Bridle 
Creek,  a  132-unit  devetopment  In 
Virginia  f 


The  RHA  provkJes  rslocatton 
assistance  to  displaced  persons 
and  families  under  t¥vo  sets  of 
circumstances:  when  the  RHA 
acquires  the  property  under 
federal  assistance  programs, 
and  when  private  developsn 
undertake  Section  6  sutMtantlal 
rehabilitation  for  apartment 
developments  and  the  RHA  ap- 
proves relocatkm  assistance. 

After  the  RHA  acquired  the 
153Hjnit  Greenwood  apartment 
complex  in  June  1961.  It  was 
necessary  to  intanrtew  all  the  re- 
maining residents  to  detannlne 
their  eligibility  under  the  federal 
public  housing  pregrsm.  Due  to 
family  size  and  Income  Ineligi- 
bility under  the  federal  regula- 
tkxis,  three  Greenwood  families 
virere  rstocated  in  FY1961  and 
received  payments  from  the 
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RHA  for  moving  expenses  and 
rental  assistance. 

In  addition  to  relocation 
benefits  to  these  apartment 
dwellers,  relocation  assistance 
will  be  provided  to  the  residents 
of  Woodley-Nightingale  Mobile 
Home  Park.  Although  it  will  be 
some  time  before  redevelopment 
work  begins,  HCD's  relocation 
staff  is  now  advising  the  resi- 
dents on  future  plans,  publishing 
a  monthly  newsletter,  providing 
necessary  counseling  and  refer- 
ral, organizing  block  captains, 
and  sponsoring  educational 
workshops.  Relocation  assis- 
tance was  offered  to  three 
former  residents  displaced  when 
the  RHA  acquired  the  Park  as 
part  of  the  Woodley-Nightingale 
Redevelopment  Plan. 

Through  a  cooperation  agree- 
ment with  the  Alexandria  Rede- 
velopment and  Housing  Author- 
ity, HCD  continued  to  provide 


assistance  in  relocating  the  re- 
maining businesses  and  families 
in  the  Dip  Urt>an  Renewal  Proj- 
ect in  the  City  of  Alexandria. 
HCD  Is  working  to  interpret 
federal  regulations  and  deter- 
mine benefit  eligibility  for  some 
displaced  businesses. 

Monitoring  Non-RHA  Assisted 


Having  entered  Into  participa- 
tion and  performance  agree- 
ments with  the  owners  of  thir- 
teen assisted  housing  develop- 
ments totalling  1,155  units,  the 
RHA  reviews  operation,  financial 
stability  and  housing  quality. 
When  changes  or  modifications 
are  needed,  HCD  recommends 
to  the  private  owners  those 
aspects  of  operating  budgets, 
management  or  maintenance 
which  should  be  corrected.  The 
RHA's  motivation  for  entering  In- 
to these  agreements  stems  from 
its  desire  to  prevent  physical, 


financial  and  social  deterioration 
of  privately  owned  assisted 
developments  in  Fairfax  County. 

Educationsi  Study  and  Program 

In  an  effort  to  better  educate 
and  communicate  to  the  public 
the  need  for  and  the  high  quality 
of  assisted  housing  in  Fairfax 
County,  the  RHA  initiated  a 
study  in  the  summer  of  1980  to 
investigate  attitudes  of  select 
demographic  groups  toward 
assisted  housing.  In  the  first  and 
second  phases  of  the  study, 
Windsor  Demaine  and  Assoc- 
iates administered  question- 
naires to  county  residents  and 
hekJ  group  discussions  resulting 
in  hypotheses  regarding  atti- 
tudes toward  assisted  housing. 
The  attitudinal  findings  from 
these  questionnaires  will  be 
used  by  Demaine  and  Assoc- 
iates to  develop  a  public  educa- 
tional program  on  assisted  hous- 
ing in  Fairfax  County. 


INCOME  ELIGIBILITY  PROGRAM  REQUIREMENTS* 


SECTION  8  HOUSING 

FAMILY  SIZE 

GROSS  ANNUAL  MAXIMUM  INCOME 

Moderate  Income  Families 

Low  Income  Fi 

1 

$15,100 

$  9.460 

2 

17,300 

10.800 

3 

19,460 

12,160 

4 

21.600 

13.600 

5 

22,950 

14,600 

6 

24,300 

15.660 

7 

25.660 

16,760 

8  + 

27.000 

17^00 

PUBLIC  HOUSING 
ADJUSTED  MAXIMUM  INCOME 

$13,600 
15.500 
17,500 
19,460 
20.660 
21.900 
23,100 
24.300 


'UndBf  the  Public  Housing  and  Section  8  programs,  eligibility  Is  determined  by  family  size  and  total  income.  Family  is  defined  as  two  or 
more  persons  related  by  blood,  marriage  or  operation  of  law.  Sirtgie  persons  are  eligible  if  they  are  over  02,  disabled,  physically  handi- 
capped or  displaced  by  governmental  action.  These  were  the  effective  maximum  income  limits  for  FY1981. 


Digitized  by 


Google 


1744 


*P^:|^ 

i?i 

r          '''  81 

IM 

%W\ 

^ 

^    -'^  1 

kJH^^V   — ^ 

li           1 

^^^^r    -            '.^^^^B 

^'       ~  -BP 

;  u  '="    » 

Digitized  by 


Google 


1746 


NEIGHBORHOOD 
IMPROVEMENT 


pl&yground  conatrucfd  in 
ff's  provides  a  safe  play  area 
he  children. 


Block  Grant  Program 

In  response  to  the  passage  of 
the  U.  S.  Housing  and  Commun- 
ity Development  Act  of  1974.  the 
Fairfax  County  Board  of  Super- 
visors adopted  its  first  Com- 
munity Development  Plan  and 
Program  for  Fairfax  County  in 
Febmary  1975.  With  the  adop- 
tion of  a  program  for  neighbor- 
hood Improvement,  Fairfax 
County  was  eligible  to  receive 
federal  funds  to  improve  and 
preserve  low  and  moderate 
income  neight>ort>oods.  To  im- 
plement this  program,  HCD 
undertook  studies  of  existing 
conditions  in  designated  lower 
income  communities.  Since 
1975,  nelghtx>rhood  improve- 
ment programs  and  conservatk)n 
plans  have  been  adopted  in 
eight  communities:  Bailey's, 
Lincoln-Lewis-Vannoy, 
Huntington,  Fairtiaven,  Bur- 
gundy, Gum  Springs,  Chapel 
Acres,  and  James  Lee.  In  addi- 
tion, the  RHA  and  the  Fairfax 
County  Board  of  Supervisors 
adopted  a  redevelopment  plan 
for  the  Woodley-Nightingale 
Mobile  Home  Park. 

Each  year  since  1975,  Fairfax 
County  has  received  an  In- 
creased appropriation  of  Com- 
munity Development  (CD)  Block 
Grant  funds  from  HUD  to  im- 
prove low  and  nnoderate  income 
neighborhoods.  In  several  com- 
munities, the  expenditure  of  CD 
funds  and  the  provision  of  k>w- 
interest  home  improvement 
loans  and  grants  have  dra- 
matically reversed  neighbortKX>d 
conditions.  The  scope  of  these 
undertakings  ranges  from  con- 


struction of  community  centers 
and  installation  of  public  water 
and  sanitary  sewer  service  to 
rehabilitating  individual  homes. 

Community  Dw^topment 
Accompllshmwits  In  FY1981  — 

Participating  for  the  sixth  year 
in  the  federal  CD  Program,  the 
RHA  received  entitlement  funds 
of  $4.4  million  to  carry  out  Its 
neightxxtKxxl  improvement  ac- 
tivities in  FY1981.  Major  public 
improvements  which  were  com- 
pleted in  FY1981  include:  two 
community  center  adcUttons,  two 
recreation  areas,  a  road  wkten- 
ing  project,  and  sklewalk  corv 
struction  in  the  town  of  Clifton. 
In  four  different  conservation 
areas,  sanitary  and  storm  drain- 
age systems  are  in  various 
stages  of  devek>pment.  one  of 
which  is  scheduled  for  comple- 
tion by  the  end  of  the  calendar 
year  1981.  To  reverse  housing 
deterioration,  the  RHA  provided 
k>w  interest  k>ans  and  grants 
totalling  $1  milUon  to  64  home- 
owners in  FY1981.  Forty-two 
homeowners  benefited  from  the 
Home  Repair  Program  for  the 
Elderly  and  received  repairs  at 
no  charge. 

Fairfax  County's  successful 
community  devetopment  activi- 
ties were  highlighted  in  a 
brochure  entitled  "Case  Studies 
In  Federal  Spending— Ten  Com- 
munities" published  by  the 
Virginia  Association  of  Housing 
and  Community  Development 
Officials.  The  tKochure  featured 
improvements  in  the  Bailey's 
community,  and  a  long-time  resi- 
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dent  of  Bailey's  spoke  at  the 
Association's  annual  legislative 
conference  in  March  of  1981.  In 
Decennber  1980  the  Fairfax 
County  Board  of  Supervisors 
adopted  the  James  Lee  Conser- 
vation Plan  which  deecribes 
neighborhood  conditions  and 
outlines  a  program  for  improve- 
ment The  RHA  took  a  major 
step  in  its  efforts  to  modernize 
the  Woodiey-Nlghtingaie  Mobile 
Home  Park  by  acquiring  the 
Park  on  April  1,1981. 
Community  Centers 

Renovation  and  additions  to 
the  Burgundy  Community  Center 
were  begun  in  April  1981.  The 
center's  heating  and  air  condi- 
tioning system,  kitchen,  bath- 
rooms, and  storage  areas  were 
ail  upgraded  with  $80,000  in  CD 
funds.  An  office,  meeting  room, 
and  deck  were  added  and  the 
entire  center  was  freshly  painted 
inside  and  out  At  the  James  Lee 


Community  Center,  a  $140,000 
commercial  kitchen  and  storage 
area  were  completed  to  provide 
food  service  for  ongoing  day 
care  and  senior  citizen  pro- 
grams, complementing  existing 
recreational  and  instructional 
programs.  Recognized  for  its 
outstanding  architectural  design 
by  the  Northern  Virginia  Chapter 
of  the  American  Institute  of 
Architects,  the  Huntington  Com- 
munity Center  opened  its  doors 
in  November  1980.  Storm 
drainage  and  access  road  im- 
provements, sidewalks,  lighting, 
signs,  and  outdoor  play  equip- 
ment are  also  being  added  to 
the  Huntington  Community 
Center. 

Recreation  and  Tot  Lot  Areas 
A  one-acre  park  featuring  a 
biking-hiking  trail  connecting 
picnic  areas  to  a  tennis  court 
horseshoe  pit  end  a  siiding- 
climbing  structure  was  opened 


R9tW¥atk>n$  tnd  »n 
addition  U>th0 
Burgundf  Community 
Citfrwtn 


for  reskJents  of  Chapel  Aam,  In 
the  same  area,  a  site  wm 
ciearsd,  seeded,  graded,  and 
fenced  for  a  future  conimunHy 
center.  The  cost  for  both  the 
recreation  area  and  the  doaring 
totalled  $ea000.  in  Hamdon, 
$185,000  in  imprcMemanta  wait 
made  to  Alabama  Drive  Paik,  an 
11-acre  site  adjacent  to  the 
lower  income  Ekien  Terraoa 
Apartments.  The  park  oonaMa 
of  two  basketball  courts,  two 
ba8et)all  fiekJs,  one  aoooar/fool- 
bail  fiekl,  climbing  equipmant. 
sitting  areas,  and  parking 
spaces.  The  coat  also  inehidad 
clearing,  grading,  landacaplng 
and  storm  drainage  Improwa* 
ments.  At  Jefferson  Village, 
design  for  a  third  tot  kM  waa 
completed  and  autmittad  to  tlia 
management  oompany  for 


Tysons  Comer  and  Mi  Eagle 

Park  adjacent  to  the  Huntlnolon 

and  Fairtwrven  oonaet¥Btlon 

areaa  are  In  master  plannino 

phaaea. 

Streets  and  SldewaUa 

An  engineering  deaign  for  ttia 
first  phaae  of  road  and  aidai— It 
improvements  in  Balloy^  was 
completed.  Rights  of  way  and 
easementa  naoeaaaiy  for  thaaa 
improvemanta  wars  aoqutrad  aft 
a  coat  of  $i30,00a  A  conaultani 
was  hirsd  to  daaign  the  aaoond 
phaae  of  road  improvaiDaiilB.  In 
the  town  of  aifton  400  feat  of 
skJewalk  coating  $15,000  wars 
conatnictad  along  Main  BtiaaL 
Eighty  percent  complala  In  June 
1961,  Holyoka  Drive  m  Annan- 


sidewalka  wars  added.  Thaaa 
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improvements  totalling  $200,000 
provided  access  to  the  moderate 
income  development  at  Mt.  Plea- 
sant Circle.  The  parking  area 
and  rear  sidewalk  of  the  Annan- 
dale  Senior  Center  were  im- 
proved to  comply  with  licensing 
requirements  with  expenditures 
totalling  $12,000.  Engineering  on 
the  second  phase  of  street  and 
sidewalk  improvements  was 
completed  in  Fairhaven.  In 
Burgundy,  a  soil  study  was 
prepared  to  determine  the 
feasibility  of  widening  Burgundy 
Road,  and  a  master  plan  for 
road  improvements  was  com- 
pleted for  the  county's  newest 
conservation  area,  James  Lee. 

Sanitary  and  Stonn  Sewer 
Systems 

A  $320,000  sanitary  sewer 
system  serving  50  homes  in 
Char>el  Acres  is  nearing  comple- 
tion. Design  for  upgrading  and 
repairing  Chajsel  Acres'  storm 
drainage  system  in  in  progress. 
In  Gum  Springs,  a  storm  drain- 
age master  plan  Involving  a 
topographic  survey,  evaluation 
of  existing  drainage  conditions, 
and  a  phased  improvement  pro- 
gram Is  now  complete.  In 
Lincoln-Lewis-Vannoy,  the  now 
completed  storm  drainage 
master  plan  will  t>e  implemented 
along  with  the  planned  sanitary 
sewer  system.  Constraints  for 
design  of  this  community's 
sanitary  sewer  system  were 
stringent,  but  it  appears  that  the 
RHA  has  now  surmounted  all 
technical  and  legal  challenges 
and  Is  proceeding  with  final 
plans  and  specifications.  A 


In  four  conservation 

areas,  sanitary  and 

storm  drainage 

systems  are  in 

verious  staffes  of 

development. 


master  plan  and  design  for  the 
first  phase  of  storm  drainage  im- 
provements were  also  com- 
pleted for  the  Fairhaven  com- 
munity. 
Redevelopment  Activities 

One  of  the  more  significant 
achievements  of  the  RHA  in 
1981  was  acquiring  the  44-acre 
Woodley-Nightlngale  Mobile 
Home  Park  for  redevelopment 
purposes.  After  more  than  a  year 
of  litigation  in  the  RHA's  effort 
to  acquire  the  property  by  con- 
demnation, the  court  determined 
the  market  value  to  be 
$5,250,000.  The  RHA  subse- 
quently purchased  the  property 
for  that  price  in  April  1981. 

The  Woodley-Nightingaie 
Redevelopment  Plan  adopted  by 
the  Board  of  Supervisors  in  1979 
serves  as  the  planning  and  legal 
framework  for  redevelopment  of 


the  mobile  home  park.  While 
redevelopment  will  take  place  in 
stages  over  the  course  of 
several  years,  necessary  short- 
term  improvements  and  actions 
began  in  FY1981.  The  RHA  con- 
tracted with  TechniCoop,  lr>c.  to 
manage  the  development.  The 
previous  overnight  section  was 
converted  into  a  tot  lot,  the  first 
play  area  to  be  developed  in  the 
park.  Two  vacant  buildings  on 
the  property  were  demolished, 
potholes  in  the  roads  were  filled 
and  some  sections  of  roads 
were  re-surfaced.  Fire  safety  in- 
spections, fire  safety  presenta- 
tions, and  smoke  detectors  were 
made  available  to  all  residents. 

In  recognition  of  the  RHA's 
unique  approach  to  neighbor- 
hood redevelopment  and  its  ef- 
forts to  prevent  displacement  of 
residents,  HUD  awarded  Fairfax 
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County  a%^2  miilion  innovative 
Grant  for  Woodley-Nlghtingale 
redevelopment.  Fairfax  County 
was  one  of  twelve  city  and 
county  governments  in  the  coun- 
try to  receive  this  special  grant 

Community  Improvement 


The  Community  Improvement 
Program  Is  designed  to  upgrade 
older  moderate  Income  neigh- 
t)orhoods  throughout  Fairfax 
County.  Many  of  these  neighlxx- 
hoods  were  developed  t>efore 
sutxJivlsion  control  ordinances 
required  the  installation  of 
public  facilities  such  as 
sidewallts,  curt>s,  and  gutters. 
Financing  these  necessary 
improvements  Is  shared  by 
homeowners  in  participating 
neighborhoods  and  by  the 
county.  Residents  of  Malcolm 
Heights  In  the  town  of  Vienna 


became  the  first  tMneficiaries  of 
the  county's  Community 
improvement  Program,  ad- 
ministered by  the  HCD.  With  the 
Town  of  Vienna  paying  the 
homeowners'  share  and  Fairfax 
County  paying  the  balance  of 
$217,000  in  improvement  costs, 
Lincoln  and  Highland  Streets 
were  widened  and  paved.  Other 
improvements  Included  installa- 
tion of  sidewalks,  curbs,  and 
gutters;  correction  of  drainage 
problems;  relocation  of  utility 
lines;  and  provision  of  land- 
scaping. 

With  engineering  drawings 
completed  and  easements 
secured,  construction  should 
begin  early  next  year  in  the 
neighborhoods  of  Greenway 
Downs,  Groveton,  and  Plymouth 
Haven.  The  passage  of  a  county- 
wide  $12.2  million  bond  referen- 


Hom0  npain  and  Im- 
provwnwitt  an  made 
through  tha  Eldarty 
Homa  napair  Pro- 
gram. 


dum  in  November  of  1960  en- 
sured that  these  nelghbortioode 
and  others  will  receive  needed 
impffivements  a^mr  a  ttveyear 
period.  Residents  of  two  donn 
communities  have  indicated  an 
interest  in  the  program. 

Single  F anuly  HouenQ 


Hom9  lmpro¥em9nt  Lom  and 
Qnnt  Prognm  (HILMP) 

The  Department  of  Housing 
and  Community  Devetopment 
provides  affordable  rshabNIIallon 
loans  and  grants  to  homeownoft 
who  need  to  repair,  modernize, 
or  expand  living  space  for  their 
families.  In  FYloei,  approBri- 
matety  $600/)00  In  low  Intwwt 
home  Improvement  loans  and 
grants  was  provided  to  61 
homeowners  in  oonieivtion 
and  target  areas.  Under  HIL&QP, 
theee  rehabilitation  loan  funds 
were  made  available  ttwough  a 
local  bank  commitment  and  CD 
funds.  The  federal  CD  funds  tn 
used  to  reduce  interest  ratee  on 
these  k>ans,  to  provkJe  outright 
grants  in  cases  of  financial 
need,  and  to  provkJe  staff  peti- 
tions to  operate  the  program. 
FalffMx  County  RatmbfUMIon 
Loan  Prognm  and  Fadanf 
SacHon  312  Program 

There  are  addWonat  rshttbiil*- 
tion  programs  admlnlslerad  by 
HCD  whtoh  are  not  HmHed  to 


coneen^tlon  plane— the  Fairfw 
County-funded  Rehabilitation 
Loan  Program  and  the  fedecal 
Section  312  Program.  Since 
1974,  the  Fairfax  County  Boaid 
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Of  Supervisors  has  budgeted 
rehabilitation  money  to  provide 
vital  home  repairs  to  home- 
owners whose  homes  have  been 
cited  for  serious  code  violations 
by  the  Housing  Hygiene  Board, 
in  most  instances,  these 
families  have  very  low  Incomes 
and  are  only  required  to  make 
small  monthly  payments  for  the 
renovation  work  made  on  their 
houses.  In  FY1961,  ten  county 
families  received  improvements 
totalling  $233,500  to  correct 
significant  code  violations. 

Under  the  federal  Section  312 
Loan  Program,  nine  low  and 
moderate  income  homeowners 
received  loans  totalling  $154,500 
at  3  percent  interest.  This  par- 
ticular funding  source  was 
frozen  by  the  federal  government 
in  March  1961. 
Elderly  Home  Repair  Program 

Using  $108,000  in  CD  funds, 
the  Home  Repair  Program  for 
the  Elderly  served  42  lower  in- 
come elderly  and  handicapped 
homeowners  In  FY19ei.  Essen- 
tial repairs  such  as  painting, 
adding  storm  windows,  and 
repairing  gutters  and  roofs  were 
made  at  no  cost  to  the  home- 
owners. 

Energy  Conservation  Rehabili- 
tation Loan  Program 

At  the  end  of  fiscal  year 
1981,  the  RHA  received  a 
$75,000  commitment  from  the 
Virginia  Housing  Development 
Authority.  These  funds  will  pro- 
vide low  and  moderate  income 
homeowners  with  affordable 
energy  conservation  and 


rehabilitation  loans.  Parti- 
cipating in  this  state  program 
since  1979,  HCD  originates  and 
processes  loan  applications  on 
behalf  of  the  Virginia  Housing 
Development  Authority  for  Fair- 
fax County  and  the  cities  of 
Falls  Church  and  Alexandria. 
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HNANOAL  MANAGEMENT 


7W  RHA  ••  imw  oftk»  bulUIng 
If  Onm  Univ9n/ty  Pint  should  ba  nady 
or  occupancy  tor  HCD  staff  In  tita 
all  011961. 


snd  Cssh  MsiMQMMnt 

The  RHA's  consolidated 
capital  and  operating  budget 
was  $80  million  In  FY1981.  The 
controls  and  systems  necessary 
to  plan  and  account  for  these 
funds  are  t)elng  continually  re- 
fined, reevaluated,  and  improved 
through  computerization  and 
consolidation.  Computerization 
of  the  RHA's  operating  funds 
has  provided  tighter  financial 
control,  improved  the  accuracy 
of  cash  flow  analysis,  and  per- 
mitted more  accurate  evaluation 
and  planning.  For  tt)e  first  time, 
the  RHA  has  consolidated  its 
many  program  budgets  in  one 
document.  This  budget  com- 
bines information  on  all  of  its 
programs  and  projects,  thereby 
allowing  more  effective  and  effi- 
cient planning  of  resources. 

Contributing  80  percent  of  the 
RHA's  capital  and  operating 
budgets  in  FY1981,  the  federal 
government  provided  financial 
assistance  for  new  construction 
assisted  housing  development. 
Section  8  rental  assistance,  the 
Community  Development  Block 
Grant  program,  and  relocation 
payments.  For  the  RHA's  public 
housing,  HUD  furnished  loans 
for  construction  financing  and 
annual  contributions  to  pay  the 
debt  service  on  the  RHA's  obli- 
gations. Under  the  Section  8  pro- 
grams, HUD  paid  the  difference 
between  what  low  and  moderate 
income  households  contributed 
and  the  fair  market  rent. 


Fairfax  County  government 
contributed  approximately  8  per- 
cent of  the  RHA's  capital  and 
operating  funds.  Assisting  the 
RHA  in  Its  housing  and  com- 
munity development  activities, 
the  county  provided  nrionies  for 
the  Rehabilitation  Loan  Program, 
second  trusts  for  the  MIDS  Pro- 
gram, Revolving  Development 
funds,  and  the  construction  of 
some  public  Improvement  proj- 
ects partially  funded  with  federal 
CD  monies.  Additionally,  Mme 
County  pays  the  salaries  of  15 
staff  positions  of  HCD. 

RHA-generated  income  com- 
prises 11  percent  of  ttte  budget 
The  source  of  this  income  Is  in- 
vestment Income  through  cash 
managen>ent  and  from  fees 
earned  from  loan  origination, 
mortgage  loan  servicing,  and 
syndication  of  real  estate. 

Home  linpfovefnent  Lending 

The  RHA  operated  four  pro- 
grams from  various  sources  of 
local,  federal,  and  private  flnar>c- 
ing  that  provided  over  $1  million 
in  home  improvement  k>ans  and 
grants  in  FY1981.  The  financial 
administration  of  this  program 
involved  credit  underwriting, 
loan  processing  through  ck>sing, 
and  the  in^xxise  servteing  of 
loans.  Through  cooperation 
agreements,  the  RHA  was  able 
to  make  loans  available  to  low 
and  moderate  income  home- 
owners In  Fairfax  City,  Falls 
Church,  the  towns  of  Clifton  and 
Hemdon,  and  Loudoun  County. 


95-072  0-82-18 
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p^lfl#  diMilo^p^if #  0^  tow  n^ 

t/Mirv»  Corner  tmd  %7Jb  miflioo 
f6<  «  1d^'iir»H  d«c1k>fi  ft  d«w*fop- 
rh«fvf,  filfldl*  CrMk,  in  Vlrgini* 
0Mi6r».  UfW^nng  (h*  )Ma«nc« 
fi««f  ^Of  btnh,  th»  Bridto  CfMk 

ifltfC^Kft.  th»  )Mu«iK«  pro- 
vidMl  impiluft  for  tfi«  d«v«lop- 
ffftfif  of  132  rioutmg  unit*  for 
low  Btfd  modm&ki  income 


TfMp  AHA  slM  MM  f  1.1 
ffiilllon  in  noi#*  and  bonds  for 
•)l«  d«rv«lopm«nl  and  confltruc- 
tlon  of  37  vlnglt  family  unMt  for 
modtrat*  Inooma  famlllM  In 
Oum  Springt.  Thl*  iMua  WM  tt)« 
nHA't  ftrftt  to  provid*  oonttruc- 
lion  financing  for  tingit  family 
dirtaohad  dwallingt. 

Anofhtf  first  for  tha  RHA  waa 
a  taii-«»ampt  aala  of  notaa  and 
bonds  for  a  privata  davalopar  to 
oonstruot  an  RHA  public  hous- 


wt^  >aai»a>Jpmanc  m  FYfttT  tr« 
RHA  (iiid»  a  piiMc  oAartng  of 
S3iv  fTMHon  01  nosaSi,  tsnons  Via 
pnxMdift  to  FiNSt  Nattonol  Bank 
of  Maryland  «*»  in  turn  mada  a 
eonasntfcfton  tear  to  LOOD  Coff- 
samcooA  CowuMwy.  Inc^  0ia 
pri^asa  dawitoipar  a>t»  eorv 

I  to  buMd  iMa  PiouBing,  By 

110 


londar.  fha  RHA  wm  abia  to 
raduca  fha  prtoa  it  i»W  pay  to 


opmanL  Undar  tlia  public  houa- 
irtg  tumliay  program,  onca  corv 
atniction  is  complata.  tha  RHA 
will  purctiaia  itia  dawatopmam, 
fcrtoim  aa  Robinaon  Squara, 
wtiict)  is  airpactad  to  ba  com- 
ptalad  in  FY19B2. 

Adjoining  Robinson  Squara 
nev  Oaorga  Maaon  University  in 
Fairfax  will  ba  tha  RHA's  naw 
off  lea  buildina  Combinad  con- 
struction and  parmanant  finartc- 
ing  waa  providad  through  tha 
sala  of  f1.7  million  tax-axampt 
bonds.  Tha  building  should  ba 
raady  for  occupancy  for  Oapart- 
mant  of  Houaing  and  Cominun- 
tty  Davalopmant  staff  in  tha  fail 
of  1961.  A  portion  of  tha  naw  of- 
flea  building  will  be  sat  asida  for 
rantal  uaa. 


Undar  tha  Moderate  Income 
Direct  Sales  (MID8)  Program, 
forty-four  homes  were  sold  In 
FYigei  with  over  30  additional 
homes  being  processed  for  cloe- 
ing.  The  Virginia  Housing  Devel- 
opment Authority  provided  over 


County  funaalied  funds  ai  the 
amount  of  S600UOOO  for  aH  MDS 
homes  sold  in  FYigBi. 
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FAIRFAX  COUNTY 
BOARD  OF  SUPERVISORS 

Mr.  John  F.  Herrity,  Chairman 

Mrs.  Martha  V.  Pennino,  Vice  Chairman,  Centreville 

Mr.  Joseph  Alexander.  Lee 

Mr.  Thomas  Davis,  Mason 

Mrs.  Sandra  Duckworth,  Mount  Vernon 

Mrs.  Nancy  Faick,  Dranesville 

Mrs.  Audrey  Moore,  Annandale 

Mr.  James  M.  Scott,  Providence 

Mrs.  Marie  B.  Travesky,  Springfield 

J.  Hamilton  Lamt>ert,  County  Executive 

FAIRFAX  COUNTY  REDEVELOPMENT 

AND  HOUSING  AUTHORITY  COMMISSIONERS 

Gerald  W.  Hopkins,  Chairman 

Carl  A.  S.  Coan,  Jr.,  Vice  Chairman 

Dana  W.  Barker 

Delores  Barros,  term  expired  August  1990 

Stephen  K.  Fox,  appointed  April  1981 

Diana  M.  Hasuly,  appointed  April  1961 

Eleanor  Kennedy,  appointed  April  1961 

John  C.  Kershenstein,  term  expired  March  1961 

Harold  D.  Murray 

Charles  Luria 

Robert  J.  Rein,  appointed  April  1961 

FAIRFAX  COUNTY  DEPARTMENT  OF 
HOUSING  AND  COMMUNITY  DEVELOPMENT 

Walter  D.  Wet>dale.  Director 

Mary  E.  Egan,  Deputy  Director 

Myra  H.  Barron,  Assistant  County  Attorney 

Rot)ert  C.  Counts,  Community  Development  Director 

Deirdre  Coyne,  Community  Liaison 

Carr  Kunze,  Housing  Development  Director 

Raymond  Tom,  Financial  Management  Director 

Carlyle  F.  H.  Williams,  Operations  and  Services  Director 
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OiPAMTMBfT  OF 

HOtMMe  ft  COMMUNmr  OCVaOPMEWT 

FAMFAX  COUNTY 

HBXVaOFMBVT  ft  HOtMMe  AUTHOnmr 

on 


COAMOMWCALTM  OF  V 


County  of  Fairfax 

one  UMVBttlTY  PLAZA 
FAMFAX.  VMGMA  22030 


WALTBI  0.  WBOMf 

UWHC10H 

(703IM1-2914 


April  21.  1982 


600;  900;  1007 


The  Honorable  Henry  B.  Gonzalez 

Chairman 

Subcomnlttee  on  Housing  &  Ccnmunlty  Development 

2252  Raybum 

Raybum  Office  Building 

Washington,  O.C.  20515 

Dear  Chairman  Gonzalez: 

On  March  23,  1982,  I  appeared  before  your  Subcomnlttee  on  Housing  and  Commun- 
ity Development.  At  that  time  I  Indicated  many  of  the  problems  that  we  are 
having  In  Fairfax  County  with  budget  cuts  and  changing  housing  programs.  As 
you  know.  In  Fairfax  County  there  Is  a  tremendous  need  to  produce  low  income 
housing  because  of  the  great  loss  we  are  having  through  condomlnlim  conversion 
of  our  present  rental  stock.  Upon  completion  of  rqy  testimony  we  discussed  with 
you  your  bill,  H.R.  5731,  containing  an  Innovative  approach  to  getting  some 
housing  back  Into  construction  for  low  and  moderate  income  families.  I  re- 
turned to  the  Fairfax  County  Redevelopment  and  Housing  Authority,  and  at  their 
regular  meeting  on  April  13,  1982,  they  unanimously  endorsed  your  program,  and 
requested  that  I  submit  a  letter  to  you  Indicating  so. 


Very  truly  vours 


^; 


•^Gerald  W.  Hopkins 
Chal rman 

Fairfax  County  Redevelopment  and 
Housing  Authority 
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Chairman  Gonzalez  [presiding].  Thank  you  very  much,  Rever- 
end Hopkins,  and  we  would  now  recognize  the  Reverend  Lincohi  S. 
Dring,  Jr. 

STATEMENT  OF  REV.  LINCOLN  S.  DRING,  JR,  ON  BEHALF  OF  THE 
ROBERT  PIERRE  JOHNSON  HOUSING  DEVELOPMENT  CORPO- 
RATION, THE  UNITED  PRESBYTERIAN  CHURCH,  USA,  HOUSING 
COMMITTEE,  COMMUNITY  MINISTRY  OF  MONTGOMERY 
COUNTY,  AND  THE  INTERFAITH  CONFERENCE  OF  METROPOLI- 
TAN WASHINGTON 

Mr.  Dring.  Thank  you  very  much.  With  your  permission  I  would 
just  like  to  skip  through  this  testimony  and  I  understand  the  text 
will  be  printed  somewhere. 

Chairman  Gonzalez.  Without  objection,  the  entire  text  will  be 
entered  in  the  record  and  you  will  proceed  as  you  see  fit. 

Mr.  Dring.  I  would  like  to  make  a  couple  of  comments  r^arding 
the  need  for  housing  b^^inning  on  page  2.  There  has  not  been 
much  comment  so  far  about  the  impact  on  unemployment  that  is 
the  result  of  some  of  the  proposals,  but  rather  than  talk  statistical- 
ly I  would  like  to  back  up  to  a  human  dimension  of  this  need. 

The  bishop  has  in  beautiful  language  pointed  out  what  a  house 
means  to  a  person.  In  this  language,  we  cannot  ignore  the  terrible 
impact  of  degrading  and  indecent  living  conditions  on  people's  per- 
ception of  themselves  and  their  future.  The  impact  on  families  is 
found  in  our  county  just  north  of  here,  when  the  Department  of 
Social  Services'  Foster  Care  Division  testified  recently  before  the 
county  council  to  the  major  cause  of  family  breakup  in  our  county 
is  lack  of  housing. 

You  are  very  well  familiar  with  the  impact  on  a  community  that 
housing  has  in  terms  of  school  integration,  employment  opportuni- 
ties, transportation  problems,  energy  conservation,  and  so  forth. 

I  would  like  to  comment  next  a  little  more  elaborately  in  terms 
of  the  value  of  concern  that  the  religious  community  he^  with  the 
present  administration.  I  am  reading  from  page  4. 

Our  concern  and  our  controversy  is  not  a  matter  of  detail  but  of 
questions  of  fundamental  justice  and  decency.  The  administration 
proposals  to  get  America  back  on  the  track  represent  not  merely  a 
shift  in  emphasis — a  little  less  here,  a  little  more  there — they  are, 
rather,  a  reversal  in  direction  for  this  country  as  a  whole  and 
threaten  the  vision  of  America  as  the  model  and  embodiment  of  a 
just  and  humane  society.  That  is  a  quotation  from  the  National 
Council  of  Churches. 

The  controversy  between  the  religious  community  and  the  pres- 
ent administration  is  illustrated  and  comes  to  bear  around  the 
words  ''charity"  and  ''justice."  What  is  at  issue  in  this  debate  is  the 
question  of  what  is  the  real  and  proper  relationship  between  a  soci- 
ety and  its  poor. 

The  present  administration  describes  that  relationship  with  the 
word  'charity."  The  meaning  of  that  word  here  is  that  the  rela- 
tionship is  individual  and  voluntary  and  private,  that  is  to  say,  pov- 
erty and  poor  people  are  not  a  matter  of  social  significcmce  or  cor- 
porate responsibility.  We  relate  to  the  poor  voluntarily.  That  is,  we 
choose  to  or  choose  not  to. 
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Care  of  the  poor  should  be  largely  a  private  and  not  a  govern- 
mental responsibility,  according  to  this  view.  I  and  a  very  large 
part  of  the  religious  community  utterly  oppose  this  point  of  view. 
Poverty  is  a  social  problem.  It  has  corporate  causes  and  demands 
corporate  responsibility.  Care  for  the  poor  ou^t  not  to  be  left  to 
personal  whim  or  private  institution.  It  is  the  responsibility  of  the 
whole  community  and,  therefore,  of  its  Government. 

How  we  deal  with  our  poor  is  for  us  a  question  of  justice.  Justice 
means  that  housing  is  a  person's  right,  not  a  privilege  or  a  gift.  A 
right  is  a  legitimate  claim  a  member  can  make  on  the  whole  com- 
munity. We  believe  that  a  decent  community  will  secure  to  every 
member  his  right  to  the  basic  necessities  of  life  such  a  food,  clodi- 
ing,  shelter,  and  medical  care.  The  difference  between  some  m^jor 
religious  groups  and  the  administration  is  stark  and  is  significant* 
and  we  believe  it  is  a  moral  matter,  a  question  of  values. 

The  most  pervasive  entitlement — this  has  not  been  mentioned 
but  it  needs  to  be  set  forth,  I  think,  and  I  am  reading  from  page  7 
now — the  most  pervasive  entitlement  now  in  our  housing  in  oar 
country  today  is  provided  through  the  Federal  income  tax  system. 
As  you  well  know,  if  you  make  enough  monev  to  put  together  a 
down  pajrment  and  can  afford  a  mortgage,  the  homeowner  investor 
deductions  on  your  income  tax  emphasize  your  right  to  have  a  good 
house  rather  than  hand  over  your  money  to  the  Government. 
More,  the  higher  your  income,  the  greater  your  right  to  housing. 

Cushing  Dolbeare  of  the  Low  Income  Housing  Coalition  points 
out  that  the  tax  expenditures  for  this  purpose  in  1  year  alone  are 
greater  than  all  the  Federal  payments  for  low-income  housing  in 
the  history  of  public  housing  from  the  1930*s  to  the  present.  It  is  a 
shame.  It  is  surely  a  bitter  thing  to  observe  the  beneficiaries  of 
such  largesse  running  around  resisting  the  Federal,  State,  and 
local  programs  that  afford  a  decent  roof  for  somebody  else,  but 
indeed  such  is  the  case. 

Another  serious  problem  we  have  that  I  just  can't  but  mention  is 
the  problem  that  the  cuts  are  really  a  shift — a  shift,  in  part,  to  mil- 
itary spending.  We  feel  strongly — and  this  is  a  groundswell  of  opin- 
ion, I  assure  you,  Congressman — that  the  new  militarism,  with  its 
buildup  in  weaponr>%  the  emphasis  on  coercive  power  and  the  pat- 
tern of  increased  national  aggression  troubles  the  religious  conmiu- 
nity  very  deeply. 

For  us  the  arms  race  is  a  profound  moral  issue.  It  plays  on  and 
builds  up  rather  than  redirects  the  forces  of  violence  that  are  pres- 
ent in  our  culture  and  society.  It  saps  the  strength  of  our  economy 
and  our  people  and  ironically  but  predictably  it  increases  national 
insecurity  and  fear. 

I  will  comment  on  the  administration  proposals  only  to  say  that 
we  see  that  they  put  tremendous  burden  on  people  who  are  affect- 
ed, low  income  people,  and,  as  we  have  mentioned  repeatedly,  they 
rescind  money  that  has  alwa>^  been  set  forth  for  badly  needed  pro- 
grams. 

I  would  like  to  comment  briefly  on  what  the  impact  of  these  pro- 
grams will  mean  for  our  jurisdiction.  There  is  going  to  be  no  hope 
at  all  for  the  9,500  families  that  are  on  our  waiting  list  now.  It  will 
mean  that  rent  increases  may  be  as  much  as  20  percent  for  low- 
income  people  in  our  community.  It  means — perhaps  the  most  sig- 
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nificant  thing  — that  with  the  cutback  in  operating  subsidies  valua- 
ble housing  developed  over  the  years  in  Montgomery  County — and 
I  brought  along  some  pictures  which  I  will  submit  to  the  staff.  It  is 
beautiful  stuff.  It  is  not  ugly.  It  is  gorgeous  and  it  is  going  to  pot 
because  of  these  cutbacks. 
[The  photographs  referred  to  by  Mr.  Dring  follow:] 


Magruder's  Discovery,  Bethesda,  Maryland,  130  Units,  Section  8,  Family  Housing 
(Sponsored  by  Housing  Opportunity's  Commission) 
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^Ma^ruder's  Discovery,  Bethesda,  Maryland,  130  Units,  Section  8,  Family  J^ 
(Sponsored  by  Housing  Opportunity's  Ck)mmi88ion) 
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Middlebrook  Square,  Germantown,  Maryland,  70  Units,  Public  Housing  (Rental 
Project)  (Sponsored  by  Housing  Opportunity's  Commission)     "- 


Digitized  by 


Google 


1760 


Toby  Town,  Potomac,  Maryland,  30  Units,  Homeownership,  Public  Housing 
(Sponsored  by  Housing  Opportunity's  Commission) 
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Bel  Pre  Square,  Aspen  Hill,  Maiyland,  50  Units,  Turnkey  m,  Homeownership, 
Public  Housing  (Sponsored  by  Housing  Opportunity's  Commission) 

Mr.  Bring.  Finally,  let  me  just  mention  very  briefly  some  of  the 
things  the  churches  have  been  doing  in  this  area.  One  of  the  things 
we  do  is  testify  in  local  communities.  Fm  telling  you,  you  take  your 
life  in  your  hands  to  go  into  some  of  these  communities  and  say  a 
word  on  behalf  or  in  favor  of  something  the  people  there  are  con- 
vinced will  lower  their  property  values,  destroy  their  schools,  and 
cause  the  rape  of  their  wives  and  daughters. 

To  have  the  Government  backing  off  of  this  is  no  help  whatso- 
ever. As  you  already  have  heard,  churches  are  involved  in  housing 
of  elderly  persons.  We  are  involved  in  nonprofit  housing  develop- 
ment corporations  and  I  would  point  out  that  a  couple  of 
churches — and  in  this  section  I  have  footnoted  all  of  this  stuff- 
there  are  a  couple  of  churches  that  are  trying  to  build  stuff  with- 
out Government  programs. 

Little  things  can  be  done,  and  they  set  forth  some  models.  More- 
over, I  mentioned  that  one  of  our  churches  north  of  our  county  is 
in  the  business  of  sheltering  people.  I  mention  to  Mr.  Vento  that 
this  has  increased  tremendously.  We  are  suburban  counties,  noth- 
ing like  downtown  Washington,  B.C.,  and  there  are  references  in 
the  footnotes  here  to  contacts  that  can  substantiate  this,  and  for 
Ms.  Dakar's  information  we  have  a  couple  of  projects  going — three 
that  might  be  of  interest — in  shared  housing. 
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There  is  a  church  that  is  putting  elderly  together  in  its  congi 
tion  in  Chevy  Chase  to  give  them  a  place  to  live.  Another 
gram — a  very  exciting  one,  I  think — is  called  Operation  Match 
by  the  housing  authority  in  Montgomery  County  and  in  o 
places  in  Metropolitan  Washington  which  puts  empty  nesten 
gether  with  people  that  need  rooms.  A  thini  thing  thiat  relate 
shared  housing,  and  these  are  all  footnoted,  is  a  program  we 
accessory  apartments,  trying  to  get  zoning  changes  to  allovi 
effect,  rooming — to  make  your  house  an  asset  and  use  it  to  tak 
roomers. 

There  is  a  fellow  and  I  did  not  mention  this  man's  name  in 
text,  but  I  would  like  to  have  it  part  of  the  record,  named 
Hare.  He  has  become  something  of  a  local  expert  on  this  sul 
and  if  she  is  interested  in  hearing  how  that  kind  of  stuff  workf 
is  a  good  one. 

The  reason  I  mention  all  of  these — and  there  are  many  progr 
that  the  church  is  involved  in — is  that  the  people  that  are  mos 
volved  are  the  ones  that  know  best  that  what  they  are  doing  u 
adequate  and  they  know  best  that  no  real  headway  will  be  n 
until  the  Government  really  backs  and  joins  the  effort  to  pro 
housing  for  people  in  need. 

Thank  you. 

[Mr.  Dring  submitted  a  prepared  statement,  on  behalf  of 
Robert  Pierre  Johnson  Housing  Development  Corp.,  the  Un 
Presbyterian  Church,  U.S.A.,  the  Community  Ministry  of  M 
gomery  County,  Housing  Committee,  and  the  Interfaith  Confen 
of  Metropolitan  Washington,  with  the  following  appendixes:  **L 
rus  at  the  Gate:  A  Call  to  Renewed  Ministries  in  Housing",  " 
Right  to  a  Decent  Home:  A  Pastoral  Response  to  the  Crisu 
Housing";  ''The  Re-Making  of  America";  a  paper  of  the  Nati< 
Low  Income  Housing  Coalition  "Call  to  Action";  "Economic 
Operational  Impact  on  the  Public  Housing  Program  in  Montg 
ery  County,  Maryland";  and  an  excerpt  from  the  Congressit 
Record  of  April  24,  1980,  "Federal  Tax  Reform  Urged  To  Ai 
Renters,  Rental  Housing."  The  material  follows]: 
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TESTIMONY  BEFORE  THE  HOUSING  SUBOOMaTTEE, 
CONGRESSMAN  HENRY  B.  GONZALEZ,  CHAIRMAN. 
Of 
The  House  Banking,  Finance,  and  Urban  Affairs  Coadttee 

March  25,  1982 


by 
The  Rev.  Lincoln  S.  Dring,  Jr. 


From 

The  Robert  Pierre  Johnson  Hoiasing  Development  Corporation 

The  United  Presbyterian  Church,  USA,  Housing  Comittee 

CoBBunity  Ministry  of  Montgomery  County 

Interfaith  Conference  of  Metropolitan  Washington 
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I  an  the  Rev.  Lincoln  Dring,  director  of  the  Connmity  Ministry  of  Mont- 
gonery  County.  This  council  of  Catholic  and  Protestant  churches  was  organized 
to  coordinate  the  connmity  service  efforts  of  Benber  congregations.  We  have 
been  active  in  the  area  of  housing  as  advocates  for  fair  housing  and  for  poli- 
cies and  programs  which  will  help  provide  affordable  housing  for  low  and  Moderate 
income  families  in  our  county.   We  are  just  now  moving  forward  on  a  Hontgonery 
Habitat  for  Humanity  project  under  which  Christian  people  will  be  building  hones 
for  God's  people  in  need  without  government  funds.  I  will  say  more  about  this 
program  later  in  this  testimony.  I  am  secretary  of  the  Board  of  Directors  of 
the  Robert  Pierre  Johnson  Housing  Development  Corporation,  Inc.,  which  is  spon- 
sored by  our  local  Presbytery  (National  Capital  Union  Presbytery) ,  and  which 
has  just  built  fifty  units  of  100%  Section  8  garden  apartments  for  low  and 
moderate  income  people  in  northern  Virginia.  I  was  chairman  of  the  Advisory 
Comiittee  on  Housing  to  the  Program  Agency  of  the  United  Presbyterian  Church, 
USA.  This  committee  prepared  a  major  study  paper  ("Lazarus  at  the  Gate")  and 
policy  statement  (*'A  Call  to  Renewed  Ministries  in  Housing")  which  were  offi- 
cially adopted  by  the  193rd  General  Assembly  of  this  Presbyterian  Church  last 
June  (1981.)  I  am  chairman  of  the  housing  comiittee  of  the  Interfaith  Conference, 
which  is  an  interreligious  association  bringing  together  for  dialogue  and  social 
service  leaders  of  Protestant,  Catholic,  Jewish  and  Muslim  faiths  in  Metropolitan 
Washington. 

I  was  asked  to  come  here  today  by  the  Inter-religious  Coalition  on  Housing 
of  which  I  am  a  member.  I  do  not  claim  to  speak  for  all  these  groups   because 
I  have  not  had  an  opportunity  to  check  my  statement  with  them.  On  the  other 
hand,  I  have  not  the  slightest  doubt  -  indeed,  I  am  very  confident  -  that  this 
broad  spectrum  of  church  groups  involved  in  housing  -  some  local,  some  national. 
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as  practitioners  and  advocates  -  are  all  in  full  accord  with  the  substance  of 
what  I  have  to  say.  I  will  gather  my  reaarks  under  five  parts:  (1)  the  need 
for  hoiising;  (2)  the  attitude  of  the  church  toward  the  housing  problem,  a 
sharp  dispute  over  values  with  the  current  adadnistration;  (3)  some  consents 
on  the  administration's  proposals;  (4)  the  effect  of  those  proposals  on  the 
local  level;  and  (5)  what  the  churches  are  doing. 

I.   THE  HOUSING  CHISIS;  HUMAN  NEED  AND  SOCIAL  MEANING 

This  is  a  time  of  housing  crisis,  especially  for  low  income  people.  New 
production  is  at  its  lowest  level  in  two  generations.  Rents  in  the  private 
market  are  beyond  the  reach  of  millions  of  low  income  households.  In  Montgomery 
County,  there  are  9,000  families  on  the  waiting  list  for  public  housing.  An  ever 
growing  number  of  people  are  homeless  -  unable  to  find  any  accommodations  whatso- 
ever. Almost  twenty  percent  of  all  construction  workers  are  unei^loyed. 

We  are  all  familiar  with  the  nvmibers  that  portray  the  human  suffering  asso- 
ciated with  the  housing  crisis.  I  would  like  to  speak  briefly  about  the  need 
for  housing  in  another  sense.  I  would  like  to  point  out  that  how  and  where  and 
whether  we  shelter  ourselves  have  great  impact  on  other  aspects  of  our  personal 
and  social  lives.  In  the  suburbs,  we  soon  learn  that  land  use  and  housing  affect 
almost  every  part  of  the  life  of  our  community.  With  bricks  and  mortar  we  frame 
the  context  of  social  health  and  social  justice. 

The  Catholic  Bishops,  in  their  statement,  most  sensitively  and  perceptively 

have  set  forth  the  relationship  of  housing  and  psycho logicfl^l  health: 

"In  particular,  we  take  this  opportunity  to  reflect  on  the  conse- 
quences of  poor  housing.  The  [iKyslcal  uid  social  environment  play 
an  Is^rtant  role  in  forming  and  influencing  the  lives  of  people. 
We  caimiot  ignore  the  terrible  impact  of  {Ivgrading  «id  iridecent 
iving  conditians  on  people's  perception  of  themselves  and  their 
future.  The  protection  of  the  human  dignity  of  every  person  and 
the  right  to  a  decent  home  require  both  individual  action  and 
structural  policies  and  practices."  ^ 


1 


The  Right  to  a  Decent  Hoae;  A  Pastoral  Response  to  the  Crisis  in  Housing, 
a  statement  of  the  Catholic  bishops  of  the  United  States,  USCC,  Ndven- 
ber  20,  197s. 
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Housing  affects  family  life,  too.  Just  two  weeks,  ago,  the  foster  care 
division  of  the  Montgnnery  County  Departnent  of  Social  Services  testified  before 
our  County  Council  that  lack  of  housing  was  the  chief  cause  of  family  breakdown 
in  their  experience. 

Housing  affects  families  in  another  way  because  home  is  so  often  the  focus 
for  defining  and  communicating  our  values.  The  home  can  be  the  seat  of  hospital- 
ity and  the  base  for  comnunity  building  and  it  can  be  the  castle  in  which  we 
hide  and  which  we  defend.  We  express  oiar  sense  of  beauty  and  pride  with  our 
homes,  and  we  use  them  as  means  to  welcome  or  exclude  others.  Houses  are  the 
most  significant  property  owned  by  most  families.  Again,  the  Catholic  bishops 
speak  for  most  all  Christians  on  this  point: 

"Our  faith  teaches  us  that  'the  earth  is  the  Lord's'  (Psalm  24) 
,and  that  wealth  and  private  property  are  held  in  trust  for  others. 
We  are  trustees  of  God's  creation,  and  as  good  stewards  we  are 
required  to  exercise  that  trust  for  the  common  good  and  benefit 
of  oiir  brothers  and  sisters."  ^ 

So  many  of  our  conmiunity  issues  have  been  set  by  our  ways  of  housing  people. 

School  integration  and  concerns  about  busing  are,  of  cotirse,  closely  tied  to 

patterns  of  discrimination  in  housing.  Employment  opportunities  are  influenced 

by  where  you  live.  And  likewise  transportation  problems  are  tied  to  housing 

development.  We  find  the  only  land  and/ or  housing  available  at  all  to  people  of 

limited  means  is  up-county  where  there  are  few  jobs  and  no  public  transportation. 

How  we  build  our  houses  determines  a  large  part  of  our  energy  consumption.  An 

energy  conservation  team  worked  over  an  old  frame  church  in  our  County,  and 

changed  the  basic  annual  cost  for  fuel  from  $2700  to  $400! 


The  Right  to  a  Decent  Home,  op.  cit.,  p.  3.  As  the  Second  Vatican  Council 
pointed  out,  "God  intended  the  earth  and  all  that  it  contains  for  the  use 
of  every  human  being  and  people.. .nnat ever  the  forms  of  ownership  may 
be,  as  adapted  to  the  legitimate  institutions  of  people  according  to  the 
diverse  and  changeable  circumstances,  attention  must  always  be  paid  to 
the  universal  purpose  for  which  created  goods  are  meant.  In  using 
them,  therefore,  a  man  should  regard  his  lawful  possessions  not  merely 
as  his  own  but  also  as  common  property  in  the  sense  that  they  should 
accrue  to  the  benefit  of  not  only  himself  but  of  others." 
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The  basic  need  of  housing  is  to  get  people  shelter  in  decency,  safety, 
and  health.  The  need  aust  be  seen  in  texBS  of  hiaun  suffering.  The  point 
here  is  that  in  the  wed  of  personal  and  social  interdependence,  housing  takes 
a  central  place.  It  affects  so  many   issues  so  Mich. 

II.  THE  HOUSING  CRISIS:  AN  ISSUE  OF  VALUES 

There  has  taken  place  a  very  significant  change  in  attitude  in  the  Aaerican 
Christian  connmity:  the  churches  in  a  new  way  feel  responsible  for  the  cohw- 
nities,  for  the  nation,  in  which  we  live,  and  they  are  aore  ready  than  before 
to  attenpt  to  influence  their  worlds  in  accordance  with  the  values  they  hold 
dear.  Moreover,  they  are  not  content  to  confine  their  concern  to  the  attitudes 
of  individuals;  they  want  to  affect  socio-econoaic  policies,  laws,  and  structures 
of  society.  This  change  is  probably  not  all  for  the  good  -  nor  all  for  the 
bad  -  of  our  country,  but  good  or  bad,  it  is  a  change  of  significance  for  our 
times . 

The  churches'  deep  concern  about  housing  today  is  caused  not  only  by 
the  tremendous  human  need  housing  means  but  also  by  the  attitude  taken  by  our 
government.  And  the  problem  there  is  not  disagreement  over  details.  No,  we 
see  fundamental  injustice  and  indecency.  To  wit,  the  Governing  Board  of  the 
National  Council  of  Churches:  The  administration's  '*proposals  *to  get  America 
back  on  track*  represent  not  merely  a  shift  in  emphasis  -  a  little  less  here 
or  a  little  more  there.  They  are,  rather,  a  reversal  of  direction  for  this 
country  as  a  whole,  and  threaten  the  vision  of  America  as  the  model  and  embodi- 
ment of  a  just  and  humane  society."    There  are  three  points  that  I  would 
mention  where  the  present  administration  and  the  religious  coHmmity  part  ways 
on  questions  of  value:  on  the  right  to  decent  shelter,  on  the  role  and  meaning 
of  wealth  for  society,  on  the  military  and  the  role  of  coercive 'power. 


^  National  Council  of  Churches  of  Christ  in  the  USA.  "The  Remaking  of 
America?",  opening  paragraph. 
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The  Governing  Board  of  the  National  Council  of  Churches  writes,  "Since 
the  havoc  of  the  Great  Depression,  adaiinistrations  of  both  parties  have  recog- 
nized an  ultimate  responsibility  in  the  federal  government  to  promote  conditions 
in  which  all  members  of  this  society  have  enough  to  eat,  a  decent  place  to 
live,  a  basic  education,  and  the  necessities  of  a  minimum  standard  of  living, 
not  as  a  matter  of  charity  but  of  entitlement."  ^   The  Catholic  bishops  of 
the  United  States  state,  "We  begin  with  the  recognition  that  decent  housing  is 
a  right.  Our  Catholic  tradition,  eloquently  expressed  by  Pope  John  XXIII  and 
Pope  Paul  VI  insists  that  shelter  is  one  of  the  basic  rights  of  the  human  person. 
The  Second  Vatican  Council  has  said  with  great  directness:  *There  must  be  made 
available  to  all  men  everything  necessary  for  leading  a  life  truly  human,  such 
as  food,  clothing  and  shelter....'"  ^  so  say  all  the  major  Christian  denomina- 
tions in  America. 

The  present  administration  takes  the  opposite  view.  "The  idea  that's  been 
established  over  the  last  ten  years  that  almost  every  service  that  someone  might 
need  in  life  ought  to  be  provided,  financed  by  the  government  as  a  matter  of 
basic  rights  is  wrong."  ^ 

In  the  religious  community,  this  controversy  with  the  administration  has 
been  defined  around  the  words  "charity"  and  "justice."  What  is  at  issue  in  this 
debate  is  the  question:  What  is  the  real  and  proper  relationship  between  a 
society  and  its  poor.  The  present  administration  describes  the  relationship  in 
terms  of  the  word  "charity."  The  meaning  of  that  word  here  is  that  the  relation* 
ship  is  individual,  voluntary,  and  private.  That  is  to  say  poverty  and  poor 
people  are  not  a  matter  of  social  significance  or  corporate  responsibility.  Wa 
relate  to  the  poor  voluntarily,  i.e.,  we  may  choose  to  or  choose  not  to.  Care 


NCC,  'Hhe  Remaking  of  Americat"  0|^.  cit.,  paragraph  lA. 
5  The  Right  to  a  Decent  Howe,  op.  cit.,  p.  2. 

^  David  A.  Stockman,  Director  of  the  Office  of  Managemmit  and  Budget,  hgm 
York  Times,  March  29,  1981. 
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of  the  poor  should  bo  largely  a  private,  not  a  govemaental ,  re^>onsibility. 
I  and  a  large  part  of  the  religious  coHnmity  utterly  oppose  this  point  of 
view.  Poverty  is  a  significant  social  problen;  it  has  corporate  causes  and 
deaands  corporate  r«$pDiisibility«  Care  for  the  poor  ought  not  to  be  left  to 
personal  whin  or  private  institutions;  it  is  the  responsibility  of  the  whole 
coHBunity,  i^e.,  its  govemaent.  How  we  deal  with  our  poor  is  a  question  of 
justice. 

Justice  means  that  housing  is  a  person's  right,  not  a  privilege  or  a 
gift.  A  right  is  a  legitimate  claim  a  member  can  make  on  the  whole  coomnity. 
A  decent  commmity,  we  believe,  will  secure  to  every  member  his  right  to  the 
basic  necessities  of  life:  fbod,  clothing,  shelter,  medical  care.  The  differ- 
ence between  some  major  religious  groups  and  the  administration  is  stark  and 
significant.  It  is  a  moral  matter,  a  question  of  values. 

The  refusal  to  secure  basic  rights  to  the  poor,  the  weak,  and  the  few, 
abandons  the  principle  of  social  entitlement  (.0  wealth  and  power.  By  policy, 
the  administration  honors  the  wealthy  as  it  dishonors  the  poor.  It  has  in- 
creased the  tax  advantage  and  government  favor  to  personal  and  corporate  wealth. 
In  Montgomery  County  where  I  live,  the  loss  of  funds  for  social  programs  to 
benefit  low  income  people  amounts  to  about  $25  million;  the  increase  in  funds 
largely  for  upper  middle  and  high  income  individuals  due  to  tax  reductions 
will  in  1983  be  $157  million! 

One  of  the  major  problems  faced  by  low  income  and  especially  elderly  per- 
sons is  the  loss  of  housing  they  were  renting  due  to  conversion  to  condominitais . 
Congressman  Mike  Barnes  of  Maryland's  8th  District  had  a  sttidy  done  by  the 
Congressional  Research  Service.    It  shows  the  heavy  tax  advantage  given 
conversions . 


A  copy  of  this  study  appears  in  the  i|>pendices. 
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**The  aost  penrasiTe  entitleae&t  is  housia^  is  pxwidad  thrninii  tks  fMaral 
inco»<  t«x  system:   if  you  make  aDongh  aoaex  to  pot  togetlwr  a  doMi  payiat  and 
can  afford  a  aortfafa,  homoMmr  sad   investor  dedactioss  in  foor  incaaa  tax 
eaphasiza  your  right  to  have  a  good  house  rather  than  hand  foor  noney  over  to 
the  govexiaent.  More,  the  higher  yovr  incoae,  the  nore  **right*'  to  hoosing  yoo 
have.  (Oushing  Oolbeare  of  the  Low  Incoae  Housing  Coalition  points  out  that  the 
tax  e3q>enditures  for  this  purpose  for  one  year  are  greater  than  all  the  federal 
paynents  fbr  low  incoae  housing  in  the  history  of  public  hoosing,  froa  the 
1930*5  to  the  present!)  It  is  surely  a  bitter  thing  to  observe  the  beneficiaries 
of  such  largesse  running  around  resisting  the  federal,  state  and  local  piograas 
that  night  afford  a  decent  roof  fbr  sonebody  else,  but  such  is  the  case."  * 

A  value  question  is  at  stake  in  this  policy.  The  whole  nation  is  affected. 

Another  serious  aoral  concern  of  the  churches  regarding  the  federal  bud- 
get is  related  to  the  fact  that  the  budget  has  been  not  so  nuch  a^  as  shifted  - 
shifted  toward  nilitary  spending.  The  new  nilitarisn  with  its  build-up  of 
weaponry,  the  enphasis  on  coercive  power  and  the  pattern  of  increased  national 
aggression  trouble  us  deeply.  'Ihaclear  superiority  and  the  capacity  to  project 
overwfaelning  nilitary  power  anywhere  in  the  world  are  proposed  as  basic  national 
policies.  Resources  that  previously  contributed,  however  inadequately,  to  efforts 
to  iiprove  life,  are  now  to  be  diverted  to  produce  nore  weapons  of  death,  in- 
creasing inflation  and  accelerating  the  international  axas  race.  Although  the 
Ubited  States  and  the  Soviet  Ubion  both  have  nore  than  eaough  strategic  nuclear 
warheads  to  kill  the  earth's  people  several  tiaes  over,  yet  Norther  weapons 
escalation  is  proposed.**  ^ 

We  aention  the  azas  race  in  testiaony  on  housing  because  it  diverts  and 
wastes  resources  needed  to  coabat  the  housing  crisis.  But  that  is  not  the  only 


8  Laxarus  at  the  Gate,  adopted  by  the  19Srd  General  Asseably  of  the  Ifeiited 

Presbyterian  (3inrcK,  USA,  Nay,  1981,  p.  23. 
'  '*The  Kaailring  of  Aaerioaf**,  o^.  cit.,  paragraph  IE. 
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reason,  ^e  also  mention  it  because  the  nuclear  threat  is  an  overriding  con- 
cern that  affects  every  concern,  every  issue,  every  family.  Recognizing  this, 
the  County  Council  where  I  live  endorsed  the  nuclear  arms  freeze.  For  us  in 
the  religious  coBmiunity  the  arms  race  is  a  profound  moral  issue.  It  plays  on 
and  builds  up  rather  than  redirects  the  forces  of  violence  in  our  culture.  It 
saps  the  strength  of  our  economy  and  our  people,  and  ironically  but  predictably, 
it  increases  national  insecurity  and  fear. 

III.  THE  HOUSING  CRISIS:  HADE   WORSE  BY_  THj  APMlJir STRATI QN^S  PROPOSALS 

10*** 
The  budget   proposals  for  the  low  income  housing  of  the  Department  of 

Housing  and  Urban  Development  clearly  have  two  objectives: 

First,  tenants  are  to  bear  the  major  burden  of  cutting  housing  outlays. 
This  would  be  done  primarily  through  redefining  "income"  for  the  purpose  of  cal- 
culating tenant  contributions  and  by  lowering  the  "fair  market  rents"  on  which 
the  amount  of  subsidy  in  existing  units  is  based. 

Second,  funds  already  appropriated  for  additional  low  income  housing  are 
to  be  recaptured.  This  is  to  be  done  by  (1)  rescinding  the  1982  appropriation 
for  newly  constructed  or  substantially  rehabilitated  units;  (2)  cancelling  pro- 
jects now  "in  the  pipeline"  for  which  subsidy  commitments  have  been  made;  and 
(3)  converting  present  long-term  subsidy  contracts,  where  possible,  to  short-term 
contracts  with  a  reduced  subsidy  base.  With  the  exception  of  10,000  units  for 
the  elderly  and  30,000  units  for  a  new  rental  rehabilitation  program,  and  some 
public  housing  modernization,  all  recaptured  funds  are  either  to  be  returned  to 
the  Treasury  or  used  to  convert  present  subsidies  to  shorter  terms  or  lower 
amounts.  Budget  authority  for  low  income  housing  to  be  rescinded  totals  $16.4 
billion  for  1982  and  1983  alone.  Rescissions  are  projected  to  continue  through 
1986. 


The  material  between  the  asterisks  is  from  the  work  of  Gushing  Dolbeare, 
of  the  Low  Income  Housing  Coalition,  215  8th  Street,  N.E.,  Washington  DC, 
20002;  tel.  544-2544.  Many  of  the  groups  I  speak  for  today  (CMMC,  RFC, 
United  Presbyterian  Church)  are  members  of  LIHC.We  support  her  work.  She 
speaks  for  us. 
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Tbe  rur&I  hoosiaf  ^logija*  of  thit   Fnaexs  Hoae  Adaisistzatxaa  CMMS 
far*  sUflstlx  better.  tnmiHiaf  a  tiio-thi.rds  cot  ia  piufijw  level  for  IMS. 
bot  they  are  slated  to  be  Tirtaallx  tetsuuted  ia  I3t4. 

lastead  of  expaadiag  hcwsint  assistance  to  aeet  t&e  froMiBf  eceds  of  Iom 
incam   people  as  the  affordable  supplj  of  xestal  boasiac  Aiiadles,  tke  Jiiiiei» 
stration  proposes  aassive  rescissioas  aad  recaptures  of  elreaafy  approprieted 
ftmds.   Moreover,  proposed  reat  increases  aad  azbitrary  ceilia(s  oa  the  iboihk 
of  assistance  frustrate  the  purpose  of  low  ini:i—  hoosiaf  prograBS.  both  bjr 
aakiAf  sobsidlred  bousiaf  uaaffordable  for  aillioBS  of  low  incoi  households  aad 
by  jeopardiziaf  the  continued  operatioas  of  huadreds  of  low  incoM  houtinc 
projects. 

In  place  of  these  very  harsh  aad  severe  aeasures,  we  urge  Coagress  to  aaia- 
tsin  this  nation's  ceHdtasat  to  aeetiag  the  housing  needs  of  low  iacsae  people 
by: 

1.  Preserviag  the  preseat  stock  of  assisted  hoosiag,  ia  viable  coaditioa, 
without  ruiaous  reat  iacreases; 

2.  Prodaciag  the  hoosiag  aow  ia  the  pipeliae  as  rapidly  as  possible  by 
rejectiag  aay  proposed  rescissioas  or  deferrals  of  already  appropriated  fiaids. 
aad  effectively  opposing  aay  arbitrary  efforts  by  the  Ateiaistratioa  to  termiaate 
1 1— iiaaiits  for  low  incoM  housiag  assistaace. 

3.  Supportiag  productioa  aad  rehabilitatioa  program*  which  will  beaefit 
lower  iacoM  people.  This  iaclodes  the  preseat  Sectioa  202  housing  prograa, 
low  reat  public  hoosiag,  and  other  approaches  which  are  coa^Mtible  with  this 
objective; 

4.  Iteiataiaing  aa  adequate  level  of  rural  housiag  prograas,  iadudiag 
reatal  assistaace,  boM  ownership,  fara  labor  housing,  self-help  housing  aad 
the  water  aad  sewer  prograas  which  are  required  for  developawat  ia  rural  areas. 

We  call  oa  the  Congress  of  the  United  States  to  act  decisively  to  aaet 
these  housiag  i 
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I  have  been  speaking  for  the  aost  part  ahout  issues  regarding  affordable 
housing  and  which  affect  people  who  are  weak  because  they  have  so  little  aoney. 
Now  I  wish  to  turn  briefly  to  isstaes  of  fair  housing,  which  affect  people  who 
are  weak  because  they  are  few  in  nuaber  and/or  because  they  bear  a  certain  racial, 
ethnic,  or  sexiaal  stigaa.  They  are  often  the  saae  people.  The  rights  of  these 
people  are  set  forth  in  fair  housing  legislation  which  provides  little  enforce- 
ment authority  to  protect  or  secure  those  rights. 

The  administration's  budget  proposals  will  adversely  affect  fair  housing 
and  the  people  this  principle  is  meant  to  safegiiard.  It  is  mostly  black, 
Spanish,  and  Asian  peoples  whose  rent  will  be  doubling  and  tripling  over  the 
next  five  years,  if  the  Reagan  proposals  become  law.  The  loss  of  federal 
support  for  new  construction  means  the  end  of  the  best  hope  and  means  of  inte- 
grating the  suburbs.  The  general  withdrawal  of  federal  government  initiatives 
and  involvement  will  leave  to  private  business  -  and  to  the  real  estate  industry 
in  particular  -  the  protection  of  the  rights  of  these  weak,  poor,  and  minority 
peoples. 

IV:  TOE  HOUSING  CRISIS:  A  LOCAL  PERSPECTIVE 

The  impact  of  the  administration  budget  proposals  on  local  housing  authori- 
ties in  general  can  be  illustrated  very  effectively  by  the  exan^le  of  the  Itousing 
Opportunities  Commission  of  Montgomery  County,  an  agency  with  an  outstanding 
record  of  providing  housing  for  low  and  moderate  income  families.  Programs  at 
HOC  are  already  threatened  by  provisions  of  the  Housing  and  Coanunity  Development 
Amendments  of  1981  which  mandate  that  in  the  future  only  S%  of  families  occiqpying 
public  housing  and  Section  8  projects  may  fall  within  an  income  range  of  50-80% 
of  area  median  incomes.  This  requirement  is  ejqpected  to  cause  problems  in  four 
areas : 

1.  It  is  generally  agreed  that  there  is  a  demonstrated  need  for  a  significant 
proportion  of  tenants  at  an  income  level  above  50%  of  median  to  provide  sociai 
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leadership  in  assisted  housing  developaents .  Lack  of  this  leadership  leads 
to  deterioration  of  projects  and  can  be  illustrated  by  the  unfortmate  fmte  of 
the  Pruitt-igoe  project. 

2.  There  are  fanilies  who  have  been  on  the  HOC  waiting  list  as  eligible 
Section  8  Lower  Incoae  applicants  for  as  such  as  three  years.  They  will  be 
denied  housing  under  this  new  rule,  with  an  obvious  adverse  iiqpact  on  ■onle. 

3.  It  is  anticipated  that  the  fact  that  HOC  can  no  longer  assure  neighbors 
that  the  housing  projects  will  be  occupied  by  faailies  with  a  wide 

range  of  incoaes  will  guarantee  universal  opposition  to  any  and  all  new  assisted 
housing. 

4.  It  will  no  longer  be  feasible  for  developers  of  aarket  rate  housing 
subdivisions  to  provide  20%  of  their  units  as  assisted  housing.  The  rule  will 
require  that  95%  of  the  20%  be  Very  Low  Incoae,  which  aeans  that  fully  19%  of 
the  total  project  be  occiqpied  by  faailies  with  incoaes  below  50%  of  aedian.  That 
is  a  totally  unacceptable  concentration  of  low  incoae  faailies. 

The  Budget  Proposals  will  add  to  the  already  severe  probleas  of  the  local 
housing  agency  new  constraints  which  can  only  be  regarded  as  crippling: 

1.  The  virtual  halt  to  housing  production  for  low  incoae  faailies  aeans 
siaply  that  there  will  he  no  hope  at  all  for  the  9,500  faailies  on  the  HOC 
waiting  list.  We  can  only  guess  what  the  iapact  of  that  cruel  blow  will  be, 
but  social  unrest  is  probably  a  conservative  way  to  put  it. 

2.  New  public  housing  rent  detezaination  will  cause  radical  increases  in 
rent  payaent,  perhaps  up  to  20%.  Many  low  incoae  tenants  will  choose  to  aove 
out  of  public  housing.  Others  will  fall  behind  in  rent  payaent,  and  there  will 
be  aassive  increases  in  evictions  with  all  the  hardship  eviction  entails.  Units 
will  becoae  overcrowded.  There  will  be  pressure  on  the  liaited  supply  of  low 
rent,  generally  substandard,  housing  in  the  private  aarket. 
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3.  Tht  proposed  cutback  in  public  housing  operating  subsidies  nay  well 
be  the  aost  devastating  of  all  "econoaies"  in  this  budget.  HOC  trill  encounter 
cash  flow  probleas,  which  will  require  cutback  in  tenant  services  and  create 
strains  on  faailies  needing  counseling  and  guidance.  Staff  will  have  to  be  re- 
duced. Baking  it  inpossible  to  oaintain  units  in  fully  liveable  condition. 
There  will  be  vacant  units  and  probable  vandalisa.  And  worst  of  all,  as  one 
bad  thing  leads  to  another,  conditions  Bay  lead  to  rent  strikes,  litigation,  and 
ultimate  bankruptcy  of  the  agency.  Valuable  housing  developed  over  the  years 
Bay  becoBe  derelict  and  an  enormous  investment  of  tax  money  will  be  thrown  away. 

Although  everyone  wants  to  see  increased  efficiency  and  econoay  in  the 
operation  of  government,  and  although  many  believe  that  housing  programs  have 
been  administered  by  HUD  at  less  than  the  most  cost  effective  level,  we  see  no 
need  to  throw  away  everything  that  has  been  learned  and  invested  during  the 
course  of  the  last  fifty  years. 

We  suggest,  rather,  that  procedures  be  instituted  that  will  facilitate, 
if  not  mandate,  a  new  cooperation  between  HUD  and  agencies  at  the  local  level. 
There  are  throughout  the  country  Local  Housing  Authorities  with  experience  and 
imagination.  A  partnership  of  such  local  and  federal  agencies  would  be  capable 
of  carrying  out  demonstration  projects  to  test  the  usefulness  of  manufactured 
homes  for  providing  decent  shelter  at  lower  costs  than  those  prevailing  in 
current  projects.  Similarly,  local  programs,  like  Montgomery  County's  Moderately 
Priced  Dwelling  Unit  Program,  could  be  combined  with  federal  funding  to  create 
a  supply  of  public  housing  at  lower  costs  while  providing  a  genuine  dispersal 
of  units  throughout  the  developing  areas  of  the  County.  Other  areas  would  have 
programs  already  tailored  to  local  needs  -  uniform,  nationwide  programs  may  not 
be  best  for  the  future. 

Finally,  all  of  us  working  at  the  local  level  have  observed  a  bureaucratic 
phenomenon  which  is,  to  say  the  least,  counter-productive.  That  is  a  passion  for 
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3.  Churches ^^  have  foraed  non-profit  housing  developaent  corporations,  and 
using  govemnent  prograas  have  built  homes  for  low  and  aoderate  incoae  people. 

4.  Church  people  have  also  been  building  houses  for  God's  people  in  need 
without  using  govemaent  funds.  Habitat  for  Huaanity,^^  headquartered  in  Aaericus 
Georgia  (and  with  branches  all  over  the  world,  including  this  area)  gets  hones 
constructed  for  poor  people  by  providing  interest-free  loans  (with  noney  bor- 
rowed at  no  interest  froa  Christian  people) ,  by  using  volunteer  labor,  and  by 
biiilding  only  a  aodest  house  that  aeets  the  basic  needs  for  health,  safety, 

and  decency.  Jubilee  Housing  *l»o  H  ^  Washington,  D.C.  is  doing  auch  the 
sane  thing. 

5.  Churches ^^  are  providing  eaergency  shelter  for  the  great  and  gro«ring 
numbers  of  hoaeless  people  that  coae  to  our  doors.  Several  congregations  in 
Gaithersburg,  Maryland,*  about  thirty  ailes  north  of  here,  banded  together 
and  rent  a  house  for  this  purpose.  One  congregation  in  downtown  Washington 
takes  the  folks  into  the  church  building  where  they  sleep  on  cots  under  the 
care  and  supervision  of  a  church  officer. 

6.  One  church^^  in  suburban  Washington  is  developing  hoaes  for  groi^ 
living  by  aembers  of  its  congregation. 


^^ree  examples:  (a)  Catholics  for  Housing,  2666  Military  Road,  Arlington 
VA  22207,  T«l:  53S-5606  Contatt  Mr  Maury  Fleod  (b)  Robert  Pierre 
Johnson  Housing  Development  CoTporation^  2666  ^!ilita^y  Road,  Arlington  VA 
22207.  Tel:  S29-460G.  Contact:  The  Rev.  Jmtts   Macdonell  (c)  Wesley 
Housing  D9V«lopnent  Corporation,  3900  King  Strevt  MftXandria  VA  22302. 
Telephone:  379-9477.  Contact:  Mrs.  Virginia  Peters. 

^^The  pT«aBibU  to  the  by-laws  of  a  local  Habitat  for  Huaanity  group  appears 
in  the  appendix.  They  can  b«  reached  through  CoBamnity  Ministry  of  Mont- 
gomery County,  op,  cit.  te   762-9407  The  headquarters  of  Habitat  for 
Humanity  is  419  W,  ^Eurch  Street,  Anericus  GA  31709,  Tel:  912-924-6935. 
Jubilee  Housing  Inc.,  1750  Columbia  Road  NW,  Washington  DC  20009,  Tel: 
332-4020.  Contact:  Mr.  Robert  Boulter 

^^xaoples  are:  {laithersburg-RockvilU  Eaergency  Shelter,  5818  Vandergrift 
Ave.,  Rockville  MD  20aS2,  Tel:  948-1955.  Contact:  John  Caricofe;  Luther 
Place  Memorial  Church,  Thomas  Circle,  Washington  DC.  Tel:  667-1377. 
C<mtact  The  Rev,  John  Steinbruck. 

Chevy  Chase  Presbyterian  Church,  One  Chevy  Chase  Circle,  Washington  DC 
20015.  Tel:  363-2204.  Contact: Mr.  John  Kean. 
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7.  One  church  ^'   group  is  borro«fing  the  innovation  of  one  sidmrban 
jurisdiction  for  use  in  tnother.  The  innovetion  is  called  **Operatlon  NATOI.'* 
It  is  basically  a  brokering  service  which  matches  folks  seeking  a  rooa  with 
folk  (often  elderly  "enpty-nesters**  who  want  or  need  soaeone  aroand  and  iw«d 
the  extra  incoae)  who  can  provide  a  rooa  in  their  hoae. 

8.  One  church  ^^  organization  has  becoae  a  major  advocate  of  a  plan  which 
appears  to  offer  one  of  the  quickest,  chei^st,  and  easiest  means  of  incraasiiig 
our  supply  of  affordable  housing.  It  is  called  Accessory  i^artments.  As  one 
spokesperson  says,  it  is  an  idea  whose  time  has  come  -  again.  Hw  plan  siaply 
calls  for  the  zoning  law  changes  necessary  to  allow  converting  a  one-family 
house  to  accommodate  two  families. 

This  is  not  a  long  list  but,  remember,  it  is  only  one  penon's  awareness 
of  the  efforts  in  one  area.  A  major  reason  for  mentioning  these  groups  is 
to  give  some  grounding  and  backing  to  the  fact  that  there  is  unanimity  i 
these  folks  who  are  really  doing  their  best  and  utmost  to  hmlp,   that  the 
vfforta  are  inadequate  in  the  face  of  the  overwhelming  need  for  housing;  and 
that  no  real  headway  will  be  made  until  the  government  really  backs  and  Joins 
the  effort  to  provide  housing  for  people  in  need. 

Thank  you  very  much  for  this  opportunity  to  share  the  views  of  soae 
church  groups  re:  the  housing  crisis,  and  for  your  kind  attention  to  these 
remarks. 


The  innovator  is:  Operation  HATCH,  Housing  Opportunities  Commission,  1400 
Penwick  Lane,  Silver  Spring,  MD  20910.  Tel.  S6S.S778.  Contact:  Narge 
Levenson;  The  church  group  is  RPJ,  o£.  cit. 


*^V\9   Inter faith  Conference,  0£.  cit. 
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''There  was  once  a  rich  man,  who  dressed  in  purple  and  the  finest  Unen, 
and  feasted  in  great  magnifioence  every  day.  At  his  gate,  oovered  with 
sores,  lay  a  poor  man  named  Lazarus,  who  would  have  been  glad  to  satisfy 
his  hunger  with  the  scny)s  from  the  rich  man's  taUe.  Even  the  dogs  used  to 
come  and  lick  his  sores .  One  day  the  poor  man  died  and  was  carried  away 
by  the  angds  to  be  with  Abraham.  The  rich  man  also  died  and  was  buried, 
and  in  Hades,  where  he  was  in  torment,  he  looked  iq>  and  there,  far  away, 
was  Abraham  with  Lazarus  dose  beside  him.  "Abraham,  my  father,"  he 
called  out,  "take  pity  on  me!  Send  Lazarus  to  dip  the  tip  of  his  finger  in 
water,  to  co(d  my  tongue,  for  I  am  in  agony  in  this  fire."  But  Abraham 
said,  "Remember,  my  child,  that  all  good  things  fell  to  you  while  you  were 
alive,  and  all  the  bad  to  Lazarus;  now  he  has  his  conscrfation  here  and  it  is 
you  who  are  in  agony.  But  that  is  not  all:  there  is  a  great  chasm  fixed  be- 
tween us;  no  one  from  our  side  who  wants  to  readi  you  can  cross  it,  and 
none  may  pass  from  your  side  to  us."  "Then,  father,"  he  rqAed,  "will 
you  send  him  to  my  father's  house,  where  I  have  five  brothers,  to  warn 
them,  so  that  they  too  may  not  come  to  this  place  of  torment?"  But 
Abraham  said,  "They  have  Moses  and  the  prq;>hets;  let  them  listen  to 
them."  "No,  father  Abraham,"  he  replied,  "but  if  someone  from  the 
dead  visits  them,  they  will  repent."  Abraham  answered,  "If  they  do  not  lis- 
ten to  Moses  and  the  prophets  they  will  pay  no  heed  even  if  someone  should 
rise  from  the  dead"  (Luke  16:19-31). 
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Lazarus  at  the  Gate 

(A  Background  Paper) 
and 

A  Call  to  Renewed  Ministries 
in  Housing 

(Adopted  by  the  93rd  General  Assembly  [1981]  of  the 
United  Presbyterian  Church  in  the  U.S.A.) 
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FOREWORD 

In  November  1979,  the  Program  Agency  of  the  United  Presbyterian  Church  appointed  an 
ad  hoc  committee  to  help  explore  ways  in  which  the  church  could  strengthen  and  enhance 
its  housing  ministries.  As  part  of  its  work,  the  committee  prepared  this  background 
report,  discussing  the  dilemma  of  a  growing  shortage  of  decent,  affordable  housing, 
highlighting  the  biblical  basis  for  housing  ministries,  and  exploring  the  roles  which  the 
church  can  play  in  addressing  critical  housing  needs.  The  committee  members  included: 
Rev.  Lincoln  Dring  (Chairperson),  Rockville,  Maryland;  Rev.  Samuel  Appd,  Camden, 
New  Jersey;  Rev.  James  Carter,  Denton,  Texas  (deceased);  Mrs.  Marguerite  Hofer, 
Pittsburgh,  Pennsylvania;  Rev.  Laura  Jervis,  New  York,  New  York;  Rev.  Donald 
Register,  Chicago,  Illnois;  Ms.  Jan  Sharpless,  Sacramento,  California;  Rev.  William 
Thomas,  David,  Kentucky;  Mr.  Douglas  Brian,  staff.  The  final  writing  was  done  by  the 
Rev.  James  Gittings,  United  Presbyterian  editor,  A.D.  Magazine. 

The  committee  offers  this  report  to  the  church  as  a  study  resource  for  seeking  a  more 
faithful  witness  and  ministry  in  the  struggle  for  decent  housing  for  all  people. 


The  parable  of  the  rich  man  and  Lazarus,  Luke  16:19-31,  is  from  The  New  English  Bible, 
©  by  the  Delegates  of  the  Oxford  University  Press  and  the  Syndics  of  the  Cambridge 
University  Press,  1961, 1970.  Used  by  permission.  All  other  Scripture  verses  in  the  text  are 
from  the  Revised  Standard  Version  of  the  Bible,  copyrighted  1946, 1952,  ©  1971, 1973. 
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Preface 

As  a  pastor  of  a  church  in  New  York  City,  I  am  painfully  aware  of  the 
shocking  shortage  of  housing  for  citizens  of  the  municipality.  The  scarcity 
of  housing  has  caused  great  increase  in  cost  in  housing  for  everyone.  The 
provision  of  shelter  is  scandalously  high  in  cost  for  everyone,  but  is  an  ab- 
solute disaster  for  middle  income  and  low  income  people.  A  recent  survey 
by  the  Community  Service  Society  revealed  that  there  were  35,000 
homeless  people  in  New  York  City  alone.  That  is  enough  people  for  a  small 
city. 

We  are  in  an  even  more  desperate  situation  with  the  extremely  high  in- 
terest rates  which  currently  prevail  and  the  administration's  effort  to 
reduce  and  wipe  out  various  housing  programs  which  have  been  of  some 
limited  help  in  the  past. 

I  hope  that  all  Presbyterians  will  read  with  care  the  material  following 
this  introduction  and  will  do  their  best  to  commit  themselves  to  better 
housing  for  everyone. 

In  some  instances  local  congregations,  presbyteries,  groupings  of  chur- 
ches may  be  able  to  provide  seed  money  for  limited  cost  housing  in  order  to 
directly  provide  for  shelter  for  the  poor.  The  more  important  task  is  the 
mobilization  of  citizen  concern  in  order  to  revive  the  flagging  housing  in- 
dustry in  the  struggle  to  provide  decent  housing.  The  construction  unions 
should  certainly  be  interested  in  getting  new  housing  and  the  rehabilitation 
of  old  housing  under  way.  Middle-income  people  who  are  rapidly  being 
priced  out  of  the  housing  market  can  in  this  instance  be  the  allies  of  low-in- 
come people  who  are  already  priced  out  of  the  housing  market  and  in  fact 
often  shoved  out  into  the  street.  For  once  the  Christian  call  for  justice  and 
the  self  interest  of  our  constituency  are  running  closely  together.  We  need 
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to  understand  exactly  what  the  situation  is  in  r^ard  to  housing  and  1 
together  this  latent  coalition  of  diverse  fcvoes. 

The  West  Park  C^hurch  and  its  ecumenical  partners  have  together  1 
involved  through  the  West  Side  Federation  for  Senior  Housiiig  in  dieiao> 
vision  of  wdl  over  SOO  units  of  housing  during  the  last  3  years.  No  \ 
congregation  or  single  denomination  could  have  provided  the  i 
approach  to  the  housing  need.  StiD  it  is  a  very  minimum  icsponic  lo  a 
manmioth  shortage.  We  need  to  build  on  limited  experiences  sodi  as  1 
that  have  occurred  in  other  large  cities,  smaller  cities  and  rural  i 
well,  and  move  forward  with  intelligence  and  compassion  to  provide  Ob 
basic  human  need  of  shdter. 

In  Isaiah  6S,  verse  21,  we  read,  "People  will  build  houses  and  get  to  live 
in  them— they  will  not  be  used  by  someone  else.'*  We  are  in  an  even  wone 
situation  than  that  from  which  Isaiah  is  suggesting  in  his  vision  that  we  iriH 
bedelivered.  H^e  are  in  a  situation  where  only  the  very  ridi  can  afford  neer 
houses  and  the  stock  of  older  housing  becomes  less  and  less.  Yet  Isaiah's  vi- 
sion should  be  our  guide  as  we  struggle  to  build  the  new  creation  to  wUch 
Christ  has  called  us. 

Robert  M.  Davidson 

Moderator 

193rd  General  Assembly  (1981) 

United  Presbyterian  Church  in  the  U.S^. 
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Lazarus  at  the  Gate 

A  Call  for  a  Christian  Response  to  the  Crias  in  Housing 


INTRODUCTION 


Prelude  to  Remedial  Action 

Building  a  house  in  America  has  never  been  easy.  The  earliest  pioneers 
took  time  from  clearing  stumps  to  help  new  arrivals  erect  their  cabins; 
many  a  colonial  village  dweller  borrowed  money  for  a  roofbeam  from  his 
town's  rich  man  and  summoned  brothers  and  sisters  from  the  local  church 
to  set  studding  for  a  new  house.  Such  processes  for  building  were  crude  and 
informal  but  somehow,  together,  people  of  early  America  took  care  of  the 
problem  of  shelter  for  each  other. 

Our  country  grew  and  prospered.  Soon  there  were  carpenters  rather 
than  neighbor-volunteers  who  raised  the  new  house.  As  time  went  on  the 
carpenters  became  contractors,  the  contractors  became  builders,  the 
builders  became  developers.  Concurrently,  local  rich  men  took  initiatives 
to  start  building  and  loan  societies  and  banks.  The  banks  became  consor- 
tia, and  Anally  we  had  something  called  a  home  loan  pool.  All  of  these 
elements,  together,  comprised  what  we  came  to  call  the  national  housing 
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industry,  a  maze-like  entity  that  was  nevertheless  useful  to  the  people. 
Somehow,  together,  Americans  took  care  of  the  problem  of  shelter  for 
most  of  the  nation's  citizens,  though  increasing  numbers  of  the  poor  were 
denied  the  benefits  of  the  process  as  it  became  more  and  more  complicated. 
Nevertheless,  and  on  balance,  Americans  have  had  cause  to  be  proud  of 
our  national  accomplishment  in  homebuilding. 

Now,  however,  in  city  and  countryside  warning  flags  announce  the  im- 
minent failure  of  this  system  for  providing  shelter.  All  available  data,  the 
evidence  of  our  eyes  and  senses,  and  the  ahnost  unanimous  voice  of  hous- 
ing experts  in  industry  and  government  combine  to  tell  us  that  today  the 
American  situation  in  housing  is  fast  becoming  a  national  shame  and 
disgrace  that  is,  or  ought  to  be,  impossible  for  worshipers  of  a  just  God  and 
followers  of  a  compassionate  Christ  to  contemplate  except  as  prelude  to 
remedial  action. 
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Chapter  One 

Tears  for  Jerusalem 

Facts  About  Housing  in  Today  *s  America 


No  American  can  escape  superficial  knowledge  of  our  country's  national 
housing  crisis;  Lazarus  is  at  the  gate  of  every  small  town  and  dty.  Along 
rural  roads,  firetrap  housetrailers  and  shacks  of  the  aged  and  the  young  oc- 
cupy 60  by  60-foot  lots;  within  perimeters  of  the  metropolitan  beltways, 
aged  persons,  blacks,  Hispanics  and  members  of  other  ethnic  or  economic 
minorities  inhabit  dwellings,  apartments  and  furnished  rooms  that  grow 
more  shabby,  rat-infested  and  difficult  to  heat  with  every  passing  day. 
Meanwhile,  those  of  us  who  possess  more  adequate  incomes  are  discover- 
ing that  our  capacity  to  provide  ourselves  with  decent  housing  is  being 
painfully  tested  as  rising  costs  of  land,  maintenance  and  utilities  combine 
with  high  mortgages  interest  rates  and  rising  property  taxes  to  eat  away 
disposable  income  and  erase  our  capacities  to  own,  maintain  and  improve 
our  dwellings.  To  a  degree,  at  least,  we  are  all  in  difficulty,  together. 

The  symptoms  of  the  housing  malaise  are  everywhere  so  visible  that 
most  Americans  feel  that  local  observation  provides  an  adequate  grasp  of 
the  problem.  In  fact,  this  is  seldom  the  case.  The  most  common  error  aris- 
ing from  on-the-spot  diagnosis  is  that  which  causes  people  to  confuse 
symptoms  with  causes  and  leads  them  to  attribute  poor  housing  conditions 
to  apathy,  or  poverty,  or  lack  of  concern  for  maintenance,  or  the  greed  of 
absentee  owners.  The  national  problem  is  too  broad,  too  deep,  too  per- 
vasive and  complicated  to  lend  itself  to  so  facile  a  set  of  explanations. 
Moreover,  available  data  on  dimensions  of  the  crisis  point  to  causes  that  lie 
elsewhere. 
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New  housing  starts  in  1979  for  the  mtire  nation  totalled  1.7  million 
units,  and  new  starts  in  1980  will  be  about  at  the  same  levd.  The  figures  re- 
quire adjustmmt  to  be  undo^tood.  In  gross  terms,  experts  estimate  that 
2.2  million  to  2.7  million  units  should  have  been  constiructed  annually  in 
the  nation  during  the  decade  of  the  '70s.  But  to  discover  how  many  units 
actually  have  been  added  to  the  total  of  American  habitations  in  1979  for 
example,  one  must  subtract  from  the  1.7  million  1979,  units  more  than 
400,000  units  to  compensate  for  dwellings  lost  through  fire,  flood,  tor- 
nado, and  demolition  to  accommodate  highways,  commercial  construc- 
tion, redevelopment  and  so  forth.  In  addition,  the  annual  figures  must  be 
reduced  by  a  further  250,000  or  more  dwellings  abandoned  by  inhabitants 
due  to  deterioration  and  population  shift.  These  abandoned  dwdlings  in- 
clude not  only  the  familiar  gone-to-the-dty  houses  that  one  sees  standing 
hollow-eyed  along  roads  in  the  deep  countryside,  memorials  to  changes  in 
farm  size  and  agricultural  methods,  but  also  the  thousands  of  houses  that 
stand  vacant  in  cities  because  of  such  massive  urban  shifts  as  that  which,  in 
the  case  of  Pittsburgh  for  example,  reduced  a  city's  population  by  over 
200,000  in  two  and  one-half  decades. 

In  sum,  the  figure  of  1.7  million  new  starts  for  1979  becomes  through 
adjustment  a  housing  gain  of  only  a  million  units  in  1979.  And  even  this 
figure  should  not  give  comfort.  It  does  not  allow  for  replacement  or  repair 
of  the  aging  and  deteriorating  houses,  some  in  continuous  use  since  1880 
and  earlier,  that  are  a  feature  of  such  older  cities  as  Philadelphia,  Boston, 
Baltimore,  St.  Louis,  New  York  and  Buffalo.  To  informed  persons  the 
conclusion  is  inescapable:  The  United  States,  far  from  creating  sufficient 
new  housing  to  accommodate  its  modest  population  growth  through  the 
1970s,  was  not  even  able  to  maintain  the  standard  set  for  the  population 
that  existed  at  the  beginning  of  the  decade.  This  alarming  fact  has  been 
concealed,  but  only  partially  concealed,  by  the  continuing  subdivision  of 
existing  units  into  smaller  and  smaller  dwelling  places  and,  as  noted,  by  the 
growing  ubiquity  of  the  mobile  home.  And  all  of  this  occurs  at  a  time  when 
the  rate  of  household  formation  in  America  is  at  its  highest  level  in  history. 

Meantime,  national  statistics  of  the  mid-'70s  tell  their  grim  story: 

•  1 .8  million  housing  units  in  America  still  lack  plumbing  facilities. 

•  40  percent  of  available  housing  units  are  more  than  30  years  old,  and 
repairs  to  older,  custom-erected  homes  are  beyond  the  economic 
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capacities  of  many  owners  and  tenants. 

•  Over  seven  million  American  families  live  in  housing  that  does  nol 
meet  basic  standards  in  terms  of  space,  heating,  maintenance,  t 
and  environment. 

•  Six  million  low-income  families  are  forced  to  pay  more  than  i 
their  incomes  for  housing. 

Moreover,  60  percent  of  substandard  housing  in  the  U.S.  is  locatedlB 
rural  areas.  A  special  set  of  problems  fosters  this  high  level  of  substandaid 
housing: 

•  Severe  poverty  (41  percent  of  the  nation's  poor  live  in  rural  arcn^ 

•  Absence  of  basic  facilities  (30,000  small  conununities  lack  watar  or 
waste  disposal  facilities). 

•  Especial  housing  disabilities  for  minorities  (two  of  every  three  rural 
housing  units  occupied  by  blacks.  Native  Americans,  Spanish-qieric- 
ing  Americans  and  migrant  workers  are  substandard). 

The  meaning  of  these  statistics  for  individuals  will  be  noted  in  krtcr 
chapters,  but  it  is  important  at  the  outset  to  note  that  nobody*  and  no 
residential,  or  social,  or  governmental,  or  economic  community  or  group 
altogether  escapes  the  effect  of  the  present  housing  situation.  Thus, 

•  Young  people,  even  those  of  ''comfortable"  origins,  join  the  poor  as 
victims  in  that  new  housing  costs  in  ''home"  conununities  are  more 
than  they  can  afford  and  older  housing  is  not  availaUe.  As  a  result, 
generational  interchange,  difficult  in  any  case,  becomes  even  more 
strained,  and  young  and  old  feel  abandoned. 

•  Market  statistics  indicate  that  four-fifths  of  America's  peo[de  cannol 
afford  to  buy  new  housing  without  some  kind  of  subsidy. 

•  Many  landlords  cannot  afford  to  mamtain  properties;  many  tenants 
cannot  afford  to  pay  the  rents  needed  to  provide  owners  with  the 
small  profit  they  require  to  say  in  business. 

These  unhappy  situations  have  developed  in  our  home  communities,  the 
holy  places  of  our  lives,  the  locus  in  which  we  are  called  to  work  out  our 
mission  of  service  to  Christ.  It  is  time,  perhaps,  to  shed  tears  for  Jerusalem. 
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Chapter  Two 

Grinding  the  Face  of  the  Poor 

The  Human  Cost  of  Bad  Performance  in  Housing 


Over  30  years  ago  the  United  States  Congress  declared  the  housing  policy 
of  this  country  to  be  a  ''decent  home  in  a  suitable  living  environment  for 
every  American  family"  (Housing  Act,  1949).  The  aspiration  was  noble, 
the  performance  ignoble.  We  did  not,  in  fact,  give  housing  a  high  priority. 
In  part  the  nation's  failure  to  shelter  its  people  has  been  caused  by  a 
change  in  the  motivation  and  operation  of  the  housing  industry.  Housing 
has  always  been  built  for  profit  in  this  country.  Even  in  the  case  of  federal 
housing,  somebody  has  always  profited— the  architect,  the  contractor,  the 
owners  of  properties  condemned  to  make  way  for  the  new  dwellings.  Yet 
the  secondary  aim,  always  called  the  principal  aim,  of  course,  has  ever  been 
the  tangible  one,  to  provide  a  structure  with  roof,  wall^,  ceilings  and  floors 
called  a  house  or  an  apartment  in  which  human  beings  could  live  in  security 
and  warmth.  Now  the  situation  is  changing.  We  continue  to  erect  dwdling 
places  for  immediate  profit,  of  course.  But  the  tangible,  secondary  aim,  to 
provide  dwelling  places  for  single  persons  or  families,  now  takes  /A/nt/ place 
in  the  scale  of  operating  values  mstead  of  second.  In  today's  housing  in- 
dustry one  seeks  first  the  profit  to  be  secured  on  land,  design,  construction, 
materials  and  sale,  second  the  prospect  of  future  capital  gain,  and  only 
third,  and  as  a  byproduct,  the  service  factor  involved  in  sheltering  people. 
Further,  American  industry  and  finance  have  become  so  interdependent 
that  the  once  secure,  year-in,  year-out  housing  capital  pool  from  which 
construction  loans  and  mortgages  were  once  made  can  and  sometimes 
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does,  as  in  1979,  evaporate  overnight  as  money  flows  toward  the  prospect 
of  greater  profit  elsewhere.  One  can  say,  as  a  result,  that  the  American 
housing  industry  has  become  a  futures  market,  like  that  which  trades  in 
next  year's  grain  or  com.  And  one  can  say  that  a  house,  a  dwelling  place, 
has  become  an  instrument  of  exchange,  like  a  bond  or  a  dollar  bill. 

Last  year,  for  example,  Mar^and's  Montgomery  County  declared  a 
moratorium  on  the  conversion  of  apartmoit  houses  to  comlominiums. 
Montgomery  County  has  one  of  the  highest  per  ciq;nta  income  averages  to 
be  found  in  the  nation;  yet  the  county's  officials  discovered  that  hundreds 
of  regularly  employed  people  were  homdess,  actually  in  need,  because  of 
the  operation  of  the  futures  market  in  housing  we  call  the  condominium. 
The  process  requires  explanation. 

Suppose  one  has  a  good  income  and  a  comfortable  apartment.  Rent 
seems  high,  but  somehow  gets  paid.  Then,  one  day,  notice  arrives  in  the 
mailbox  that  the  owno^  desire  to  convert  the  apartment  house  into  a  con- 
dominium. The  purpose:  the  huge  ciq;ntal  gains  to  be  obtained  through  sale 
and  an  escape  from  maintenance  costs  of  operating  a  property  for  rental. 
The  lure  to  tenants:  the  huge  capital  gains  which,  it  is  usually  purported, 
tenants  will  also  make  if  they  buy  their  apartments  from  the  owner  and 
hold  onto  them  for  a  few  years.  And  now,  indeed,  everybody  but  the  poor 
makes  money.  Not  one  high-interest  mortgage  is  necessary  but  as  many 
mortgages  as  apartments  exist  in  the  structure;  not  one  set  of  transfer  taxes 
must  be  paid  but  as  many  as  there  are  units  in  the  apartment  house;  not  one 
lawyer  must  be  employed  but  as  many  as  the  clients  that  live  in  the  condo- 
minium-to-be. And  if  one  does  not  choose  to  buy?  Well  then,  get  out.  Get 
out,  that  is,  because  the  subject  of  all  this  activity  is  not,  in  fact,  the  sale  and 
purchase  of  housing  at  reasonable  mark-ups  but  the  sale  and  purchase  of 
future  opportunities  to  make  a  killing  on  the  housing  market.  Meantime,  if 
one  does  elect  to  buy,  federal  sources  indicate  that  monthly  costs  of  the 
apartment  (including  mortgage  and  maintenance)  may  rise  by  as  much  as 
300  percent  under  condominium  ownership. 

So  much  (and  no  more  for  the  moment),  for  the  sorrows  of  the  affluent 
of  Montgomery  County,  Maryland,  or  Manhattan's  East  Side,  or  San 
Francisco's  Telegraph  Hill.  Now  consider  what  has  been  happening  to  the 
poor,  those  millions  who  are  still  there  around  South  Street  in 
Philadelphia,  or  resident  in  Chicago's  Pilsen  District,  or  dwelling  in  those 
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red  brick  houses  ten  blocks  from  the  river  in  St.  Louis  or  ten  blocks  from 
City  Hall  in  Philadelphia.  Until  recently  one  could  fmd  two  advantages,  at 
least,  in  their  crumbling  habitations:  They  were  cheap  and  often  rent- 
controlled.  Now  even  these  minimal  advantages  are  being  swept  away. 

The  new  process  from  which  the  urban  poor  are  suffering,  called  dis- 
placement or  ''gentrification,"  begins  also  with  the  fallout  from  change  in 
the  industry  operating  pattern.  Suburbia's  children— and  the  children  of 
affluent  city  dwellers— grow  up,  cannot  afford  the  price  tags  and  interest 
rates  required  to  obtain  a  home  in  the  Westchesters,  Newton  Centers,  Lake 
Forests  and  "Center  City  Arms"  of  this  world,  and  look  elsewhere  to  live. 
Less  enamoured  than  their  parents  with  green  lawns  of  suburbia  or 
doorman-attended  luxury  apartments,  their  eyes  fall  upon  the  tum-of-the- 
century  houses  inhabited  by  Black,  other  minorities  and  the  white  poor. 
Repaired  and  redecorated,  the  young  people  observe,  such  homes  Mill  be 
pleasant  and  a  good  investment.  And  besides,  transportation  and  taxes  will 
be  cheap. 

Into  the  "redevelopment"  or  "rehabilitation"  story  at  this  point  steps  an 
old  acquaintance.  Though  called  by  a  different  name  this  time,  he  or  she  is 
that  familiar  "blockbuster"  who,  two  decades  ago,  was  engaged  in  forcing 
whites  out  of  the  inner  city  to  make  way  for  blacks.  Now,  however,  the 
blockbuster— his  more  modem  cousin,  the  redeveloper,  that  is — forces  the 
poor  and  minorities  out  in  order  to  earn  for  himself  or  herself  the  profits  to 
be  made  from  those  young  affluent  families.  What's  more,  the  city  helps 
the  redeveloper  in  his  task  in  many  ways,  such  as  condemnation  of  proper- 
ties, extension  of  credit  and  other  enabling  acts.  And  why  not?  Property 
values  will  go  up  and  thereby  increase  the  city's  tax  base,  and  doesn't  every 
city  executive  dream  of  a  downtown  once  again  inhabited  by  prosperous 
people  with  an  increased  tax  base?  And  so,  in  a  hundred  "Society  Hill" 
redevelopments,  the  poor  are  shoved  aside  to  make  way  for  the  affluent. 

Alas,  they  are  not  only  homes  that  are  swept  away  by  the  wrecker's  ball. 
With  them  go  the  ties  of  community— the  small  businesses,  lodges, 
churches,  clubs,  burying  societies  that  were  so  hard  for  a  once  disen- 
franchised and  enslaved  minority  to  develop  and,  once  established,  so 
treasured.  Nor  is  there  comfort  in  the  thought  that  these  people  receive 
flnancial  settlements.  These  institutions  were  bom  and  developed  in  this 
neighborhood,  among  that  collection  of  families  and  individuals,  in  re- 
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sponse  to  challenges  of  particular  needs  and  opportunities.  Where  are  the 
ready-made  communities  to  which  they  can  be  transplanted?  Where  in- 
deed are  the  ready-made  new  conununities;  where  do  the  poor  go  when, 
for  and  by  the  well-to-do,  their  neighborhoods  are  redeveloped? 

They  go  into  old  houses,  subdivided,  in  the  next  outer  ring  of  the  city  and 
the  next.  The  amount  of  floor  space  available  at  affordable  rent  shrinks 
with  each  move,  with  each  new  partitioning  of  each  old  parlor  or  bedroom, 
in  a  cycle  that  reduces  breathing  space,  comfort,  dignity  and  grace  with  aD 
the  quiet  inexorability  of  a  salami-slicing  machine. 

The  suburban  view  presents  a  different  dimension  of  the  housing  crisis. 
Post  World  War  II  suburban  development,  promoted  as  national  policy  by 
the  Federal  Housing  Administration  and  the  Veterans  Administration,  and 
flnancially  assisted  by  federal/state  aid  for  the  development  of  water, 
sewer,  roads  and  utility  systems,  has  primarily  benefited  the  middle-and 
upper-income  groups  by  providing  them  with  a  housing  escape  from  the 
central  cities.  The  suburban  lifestyle  of  the  middle  class  is  often  protected 
by  exclusionary  zoning  and  the  intentional  abuse  of  government  power  at 
the  local  level  (refusal  to  apply  for  federal  programs  which  aid  the  poor; 
refusal  to  promote  subsidized  housing  in  the  suburbs,  etc.).  These  forces 
restrain  the  poor  as  urban  hostages  with  very  limited  access  to  the  quality 
education,  employment  and  environmental  opportunities  that  are  directly 
available  to  suburban  residents.  They  also  perpetuate  racial  s^regation 
and  emphasize  class  distinctions. 

During  the  1970s,  major  central  cities  in  the  Northeast  lost  population 
but  retained  their  poor  residents.  The  resulting  more  intense  concentration 
of  the  poor  has  exacerbated  urban  problems  and  made  the  need  to  provide 
regional  housing  opportunities  for  the  poor  even  more  critical.  Viewed 
soberly,  recent  urban  investment  by  the  government  has  not  hdped  the 
poor,  and  overconcentration  of  the  poor  in  inner  cities  has  nullified  the  im- 
pact of  most  federal  and  state  programs.  Rather  than  being  catalytic  ac- 
tions which  revitalize  cities,  the  government  programs  have  been  reduced 
to  a  source  of  subsistence,  the  only  means  to  balance  inadequate  local 
budgets.  Urban  housing  programs,  rather  than  providing  a  means  to 
future  economic  stability  and  employment,  have  promoted  racial  and 
economic  segregation,  contributed  to  inflated  urban  real  estate  marketSt 
and  locked  the  poor  into  cities. 
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Without  regional  housing  opportunities  for  the  poor,  both  the  poor  and 
the  cities  will  continue  to  suffer.  Racial  segregation  will  be  maintained;  the 
urban-suburban  dichotomy  will  magnify;  and  the  urban  poor  will  be 
displaced  again  into  worse  ghettos  by  the  **gentrification"  movement. 

Thus  far,  the  examples  given  have  been  urban  or  suburban.  The  same 
pattern— the  demolition  of  the  dwellings  of  the  humble  folk  to  meet  the 
needs  of  those  better-connected,  better-established,  better-fed  and  better- 
housed  and  better-paid,  goes  on  in  rural  areas  too.  Outside  Allentown, 
Pennsylvania,  the  19th  century  homes  and  churches  of  labeling  people  in 
two-century-old  villages  are  torn  down  to  make  room  for  a  brewery  and 
outlying  managerial  homes.  In  Brumley  Gap,  Virginia,  an  entire  valley  is 
scheduled  for  inundation  to  provide  water  power  for  electricity  generation 
that  will  turn  the  driveshafts  of  factories  in  Gary  and  Detroit.  In  neither 
case  is  the  value  of  destroyed  community  taken  seriously,  nor  does  anyone 
take  the  most  elementary  ethical  responsibility  for  seeing  that  new  homes 
are  available. 

The  human  cost  of  our  housing  debacle  cannot  be  accurately  measured. 
An  old  man,  David  Zlinkof  f ,  gives  a  clue  as  he  stands  stooped  in  a  door- 
way. Recently,  the  72-year  old  began  to  spend  too  much  of  his  social 
security  for  food  and  consequently  has  been  thrown  out  of  his  furnished 
room  for  non-payment  of  rent.  He  has  also  repeatedly  been  beaten  up  and 
robbed  by  thugs,  and  fmds  himself  denied  sleep  in  the  hallways  of  a  Col- 
umbia University  office  building. 

As  Zlinkof f  tells  his  story,  he  punctuates  it  with  the  self-effacing  giggle 
of  an  old  man  driven  ''round  the  bend."  Yet  Zlinkoff  is  not  unusual.  One 
can  fmd  his  like  on  court  dockets  where  cases  of  domestic  violence  or 
divorce  are  heard;  in  schoolrooms  rendered  vacant  or  overwhelmingly 
crowded  by  population  shifts;  on  benches  of  hospital  receiving  rooms, 
where  cases  of  rat-bite,  impetigo,  and  mysterious  fevo^  are  logged;  in  the 
ledgers  of  prothonotary  offices  where  the  slowly  eroding  tax  base  of  older 
wards  and  boroughs  is  recorded. 

Meanwhile,  one  notices  too  a  rising  rage — measured  in  crime  and  emo- 
tional collapse  in  a  population  which,  long-accustomed  and  content  that 
banks,  builders  and  owners  should  make  a  modest  profit  on  their  dwell- 
ings, now  discovers  that  a  house  isn't  a  house  anymore  but  only  a  chip  in  a 
game  in  which  neither  shelter  nor  regular  income  is  a  prize. 
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Recently,  the  Federal  government  announced  that  it  would  create  a  new 
low-income  housing  project  in  South  Philadelphia  to  shelter  black  families 
forced  out  through  gentrification  of  a  large  inner-dty  area.  Immecfiatdy 
homeowners  of  the  area  protested,  ''We'll  lose  our  chance  at  capital  gains 
on  our  houses,"  and  *'What  can  leave  to  our  children?"  The  disease  of  ex- 
orbitant profit-taking,  it  is  clear  as  one  looks  at  exceedingly  modest  South 
Philadelphia  row  homes,  is  not  restricted  to  one  level  of  society.  Yet  few 
Christians  would  doubt  that  the  illness  is  especially  prevalent  among  those 
who  are  most  comfortable.  To  such  the  Lord  God  of  hosts,  who  knows 
about  the  fragility  of  conmiunities  and  nations  has  said: 
"What  do  you  mean  by  crushing  my  people? 
Why  do  you  grind  the  face  of  the  poor?"  (Isaiah  3:15) 
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Chapter  Three 


Justice  Abhorred,  Equity  Perverted 
(Micah  3:9) 

Inadequate  Governmental  Performance  Outlined 

A  myth  has  hampered  all  efforts  to  deal  with  problems  of  housing  for  low- 
income  people.  What  is  the  myth?— that  the  nation  has  spent  billions  and 
billions  on  shelter  for  low-income  people  and  cannot  afford  to  spend  any 
more. 

Billions  have  indeed  been  spent  from  tax  revenues  for  housing,  but  not 
for  the  poor.  The  National  Low  Income  Housing  Coalition  laid  out  the 
real  facts  of  the  matter  in  1980.  Using  Treasury  Department  estimates  for 
tax  expenditures,  the  Coalition  determined  that  this  year  (fiscal  1981)  $4.2 
billion,  or  14.1  percent  of  all  federal  direct  and  indirect  housing  expendi- 
tures, will  go  to  aid  people  with  household  incomes  below  $S,000  and  $4.S 
billion,  or  14.7  percent,  will  aid  those  with  incomes  between  $S»000  and 
$20,000.  Conversely,  $13.8  billion,  or  46.7  percent  of  all  assisted  and  in- 
direct housing  expenditures  of  government,  will  aid  people  with  incomes 
between  $20,000  and  $50,000,  and  $7.3  billion  or  24.S  percent,  will  aid  in- 
dividuals with  household  incomes  above  $50,000.  The  latter  statement,  as 
will  be  realized,  treats  the  standard  mortgage  interest  deduction  against  in- 
come tax  as  an  indirect  governmental  housing  "expenditure.** 

TWo  aspects  of  the  incongruity  revealed  by  the  U.S.  Treasury  Depart- 
ment figures  turned  up  by  the  Housing  Coalition  require  some  effort  to 
digest: 

First,  the  Human  ToU  of  Low  Federal  Expenditures: 

Most  low-income  people  are  renters,  not  homeowners.  The  national 
stock  of  low-rental  housing  available  to  them  is  shrinking,  not  esqMuiding, 
at  a  time  when  formation  of  new  households  (the  coming  to  maternity  and 
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paternity  of  the  fifties  and  sixties  children)  is  about  to  hit  new  highs. 
Thus,  in  1970,  for  7,584,000  households  with  incomes  of  $4,000  or  less, 
there  were  7,516,000  low-rent  units  in  existence.  Seven  years  later  in  1977, 
5,815,000  households  had  incomes  of  $4,000  but  only  2,052,000  low-rent 
units  were  available  to  them.  Such  persons  are  forced  to  rent  homes  they 
cannot  afford— and  as  a  result,  in  1978, 6.1  million  householders— up  60 
percent  since  1976 — were  paying  over  half  ihm  incomes  for  shelter  alone, 
a  situation  which,  informed  sources  indicate,  has  continued  to  deteriorate 
since. 

For  most  poor  people  the  need  for  shelter  is  the  mother  of  other  ex- 
tremities to  which  they  are  driven.  The  retired  person  on  social  security 
minimums,  the  unemployed,  hand  over  their  incomes  to  rooming  house 
operators  and  tenement  owners,  enduring  crowding,  poor  sanitation,  and 
bad  or  in  some  cases,  nonexistent  lighting  (the  electric  bill  doesn't  get 
paid),  eating  or  not  eating  depending  upon  what's  left  to  spend  at  the  hi^- 
price  convenience  store  that  is  the  only  merchandising  presence  within 
reach.  Meantime  landlords,  faced  with  high  costs  of  repair,  ignore  the 
leaking  roof,  the  leaking  faucet,  the  leaking  conunode.  The  city  govern- 
ment, to  which  tenants  might  appeal,  has  often  solved  its  own  financial 
problems  by  dismissing  the  housing  inspectors  or  home  visitors  who  might 
have  issued  citations  for  housing  violations.  And  in  any  case  the  code 
enforcement  process  can  be  so  protracted  as  to  make  it  almost  useless. 

Second,  Governments  Go  Along  wiih  the  Myth: 

Most  federal  money  is  spent  on  defense,  highways,  promotion  of  trade, 
education,  and  so  on.  The  poor  are  not  so  well  organized  to  defend  their 
resources  as  more  prosperous  special  interest  groups  are.  Therefore,  the 
cry  against  soaring  taxes,  year  after  year,  has  combined  with  widespread 
public  misinformation  on  the  size  of  the  federal  low-income  housing 
expenditure  to  guarantee  that  the  little  that  is  given  becomes  less. 

Meanwhile,  over  the  years,  the  path  which  federal  sums  allocated  for 
low-income  housing  must  travel  to  actually  result  in  a  new  roof,  a  new 
apartment,  has  changed  and  become  more  complicated. 

In  early  years  of  federal  housing  activity,  the  government,  when  a  need 
for  new  housing  had  been  determined  and  funds  had  been  allocated,  in- 
sured housing  for  middle-income  people  and  reached  out  and  actually  con- 
structed dwellings  for  the  poor,  almost  always  in  conjunction  with  local 
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housing  authorities.  Many  such  structures — the  huge  federal  housing  proj- 
ects of  yore— were  ugly,  engineered  with  little  thought  for  aesthetics  and 
social  dynamics,  and  located  with  little  regard  for  convenience  and  social 
integration.  Since  many  communities  permitted  public  housing  only  in 
poor  locations  which  forced  overcrowding,  many  of  these  structures  stand 
empty  now,  or  are  in  advanced  states  of  deterioration.  Even  so,  they  filled 
a  need,  and  in  a  hurry,  in  the  immediate  post  World  War  II  era.  In  areas 
where  public  housing  was  developed  on  a  scatter-site,  low-rise  basis  and 
took  into  consideration  the  needs  of  its  future  residents,  it  was  and  still  is  an 
important  resource  for  the  poor. 

But,  if  public  housing  began  with  the  premise  that  low-income  housing 
should  be  constructed  and  operated  by  public  bodies,  a  change  soon  took 
place.  During  the  1950s,  non-profit  and  limited  dividend  corporations 
were  included  in  government-assisted  housing  programs,  and  today's  Sec- 
tion 8  federal  programs,  heavily  promoted  since  the  '70s,  are  based  on  the 
premise  that  private  enterprise,  operating  for  profit,  should  be  the  chief 
planner,  provider  and  manager  of  assisted  housing,  though  public  and 
non-proflt  organizations  may  participate. 

A  National  Low  Income  Housing  Coalition  report  tells  what  has  hap- 
pened as  a  result  of  the  emphasis  on  private  enterprise: 

The  assumption  that  the  private  market  is  a  better  and  more  effective  gover- 
nor of  low-cost  housing  production  and  management  than  is  government  and 
that  competition  would  lead  to  efficiency  and  hold  down  costs,  [the  assump- 
tion] that  a  variety  of  approaches  would  be  possible, .  .  .  (the  assumption]  that 
opposition  to  private  development  would  be  less  intense  and  owners  less  vul- 
nerable to  political  opposition .  .  .  these  assumptions  have  not,  in  fact,  proved 
correct. 

Private  operators  perceived  low-income  housing  as  risky.  If  a  development 
was  viable  both  with  and  without  subsidy,  developers  chose  the  unsubsidized 
route.  Thus,  the  initial  hope  of  integrating  Section  8  units  (i.e.,  low-income 
units,  privately  built  but  federally  aided)  in  predominantly  unsubsidized 
developments  proved  a  vain  one.  Also,  with  few  exceptions,  private  operators 
have  no  experience  in  managing  housing  for  low-income  people,  and  no  finan- 
cial incentive  to  operate  it  in  a  manner  that  ensures  that  tenants  with  greatest 
needs  are  selected  first.  .  .  .  Prohibitions  against  such  discrimination  in 
assisted  housing  lead  developers  to  prefer  unassisted  housing,  or,  if  they  are 
building  (federally  assisted  structures],  doing  it  for  elderly  people. 
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Only  a  little  translation  is  necessary  to  understand  the  report:  It  is  dear 
that  if  adherence  to  federal  standards  in  construction  of  rental  housing  is  to 
be  required,  if  low-cost  federally  aided  housing  is  truly  to  be  used  for  the 
poor  persons  for  which  it  is  intended,  then  most  [Mivate  builders  have 
chosen  not  to  play  the  low-income  game  at  all  except  in  the  case  of  cons- 
truction for  the  benefit  of  aged  persons  whose  rentals,  in  effect,  are  feder- 
ally guaranteed  under  the  social  security  system.  And,  in  conununity  after 
community,  available  federal  money  in  aid  of  housing  is  being  ignored  or 
scorned,  and  hoped-for  housing  left  unbuilt,  out  of  distaste  for  federal 
nondiscriminatory  standards  and  the  difficulty  encountered  in  managing 
projects  for  low-income  people. 

On  the  other  hand,  public  housing  authorities  and  boards  sometimes 
have  won  for  themselves  a  bad  image,  as  everybody  knows.  Quasi- 
autonomous,  responsive  neither  to  electorate  nor  tenants,  the  authorities 
have  spawned  red  tape  and  the  residential  insecurity  that  arises  from  too 
desultory  an  approach  to  tenant  safety.  Through  the  sixties,  non-profit 
housing  corporations  began  to  be  developed  as  an  alternative.  Some  jof 
these  were  established  by  private  or  public  agencies,  and  some  lodges  and 
churches,  including  some  Presbyterian  churches,  organized  housing  cor- 
porations under  this  emphasis.  Less  frequently,  groups  within  low-income 
communities  were  organized  to  build  houses,  assisted  through  poverty  pro- 
grams or  the  Model  Cities  programs.  These  non-profit  groups,  displaying 
varying  degrees  of  paternalism  and  expertise,  have  at  least  possessed  the 
advantages  of  good  will  to  the  poor  and  conunitment  to  their  welfare.  They 
do  need  technical  advice,  however,  and  it  is  fair  to  say  that  their  record  of 
accomplishment  has  not  been  outstanding. 

With  the  outcry  over  the  myth  that  excessive  funds  have  been  spent  for 
low-income  housing,  and  at  least  in  part  because  of  the  national  inability  to 
fmd  a  sure  and  certain  way  to  tackle  the  low-income  housing  job  suc- 
cessfully, the  federal  government  has  increasingly  taken  a  passive  role  in 
dealing  with  such  construction.  It  provides  resources  in  the  form  of  sub- 
sidies, set^^ound  rules,  and  waits  to  see  what  local  groups,  especially  local 
governments,  will  do.  These  local  governmental  bodies,  which  make  the 
basic  decisions  about  who  will  live  within  their  jurisdictions,  have  seldom 
fully  exploited  the  resources  the  federal  government  has  to  offer.  As  a 
result,  in  community  after  conununity,  limited  housing  construction  and 
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growth  have  had  the  effect  of  rationing  housing,  thereby  driving  rental  and 
purchase  prices  up. 

Increasingly,  therefore,  it  becomes  clear  that  the  local  govomnent  body 
holds  the  key  to  housing  development  almost  everywhere.  Though  fedend 
campaigns  may  come  and  go,  though  national  political  figures  may  pik 
promises  upon  promises  regarding  housing,  no  disposition  is  evident  aiq^ 
where  in  the  United  States  to  reverse  the  emphasis  diat  has  left  to  state  and 
local  governments  the  power  of  deciding  where  and  when  federal  funds  are 
to  be  employed.  The  much  sought-after  "friend  in  Washington*'  who  onoe 
unlocked  funds  for  local  development  remains  today  of  importance  as  a 
source  from  which  to  learn  what  funds  are  available  and  for  what  purpose, 
but  the  decision  to  tap  such  funds  or  to  exploit  additional  federal  resources 
for  counseling  and  planning  in  housing  is  almost  always  taken  by  local 
governing  bodies.  This  emphasis,  though  opening  the  way  to  the  Uunting 
of  national  legislative  intentions  by  local  prejudice  and  limitations  of  local 
vision,  also  makes  it  possible  for  local  Christian  citizens  to  deal  on  housing 
matters  in  their  own  conununities  with  officials  whose  political  futures  are 
bound  up  in  local  voting  patterns  and  who  are  vubieraUe  to  the  disfdeasure 
of  those  who  care  about  housing  for  the  poor. 

In  addition  to  the  decision-making  power  over  the  construction  of  feder- 
ally subsidized  housing  for  low-income  persons,  local  governments  also 
have  the  responsibility  to  insure  the  maintenance  of  the  existing  stock  of 
housing  which  houses  or  could  house  the  poor.  Supportive  human  services 
programs,  such  as  day  care,  job  training,  education,  etc.,  are  all  adminis- 
tered at  the  local  conununity  level. 

Therefore  today,  one  goes  to  the  same  local  people,  the  same  local 
boards,  to  urge  construction  of  new  housing;  to  urge  enforcement  of  local 
property  codes  and  health  standards  for  existing  housing;  and  to  urge  the 
development  of  social  service  programs  to  assist  low-income  residents  of 
both  new  and  existing  housing.  The  field  is  wide  open  for  community  pres- 
ence and  participation  to  insure  that  local  government  addresses  the  hous- 
ing and  social  service  needs  of  the  poor  in  a  positive  fashion.  Without  local 
citizen  involvement  and  pressure,  local  governments  will  continue  to  act  in 
the  area  of  housing  in  negative  ways  by  passage  of  exclusionary  zoning 
regulations,  by  the  inequitable  taxation  of  property ,  and  by  the  rejection  of 
proposals  that  respond  to  the  housing  needs  of  the  poor. 
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Chapter  Four 


Because  Once  We  Were  No  People 

The  Church  ^s  Reasons^  Now  and  in  History,  for  Interesting 
Itself  in  Housing 

Members  and  congregations  of  the  United  Presbyterian  Church  are  taking 
an  increasing  interest  in  the  housing  crisis,  and  for  good  reasons.  They  are 
motivated  by  tradition,  situation  and  a  theology  which  is  concerned  with 
compassion  and  justice. 

Historical  Involvement 

Puritan,  Reformed  and  Presbyterian  entrepreneurs  played  a  leading  role 
in  the  actual  construction  and  sale  of  dwellings  in  eaiiy  American  villages^ 
towns  and  cities,  as  befitted  members  of  a  conununity  whidi  hdd  a  strong 
position  in  the  conmiercial  life  in  this  country  from  its  beginnings.  In  addi- 
tion, congregations  of  such  folk  left  their  mark  in  the  early  establishment 
of  building  and  loan  societies,  credit  unions,  insurance  organizations  and 
various  other  groups  that  later  became  part  of  the  ciqrital  pool  from  which 
the  housing  industry  in  America  has  developed. 

More  recently,  in  the  sixties  and  seventies.  United  Presbyterians  have 
helped  to  establish  financial  instititutions  to  serve  minority  communities  in 
California,  New  York,  Pennsylvania,  St.  Louis  and  elsewhere.  Sudi 
assistance  has  aimed  at  making  mortgage  and  devdopment  capital  avail- 
able to  Black  and  other  minority  families  for  use  in  mortgages  and  similar 
loans.  The  former  Board  of  National  Misions,  the  National  Committee  on 
the  Self-Development  of  People,  the  Program  Agency,  and  a  number  of 
presbyteries  and  synods  have  been  sources  for  these  grants. 
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Situational  Involvement 

The  situational  involvement  of  United  Presbyterians  as  individuals  and 
as  a  church  in  the  current  housing  crisis  arises  from  our  strange  position  as 
both  victim  and  cause,  indeed  sometimes  profiteer,  in  the  dismal  housing 
situation. 

Most  of  us  are  not  so  well-to-do  as  to  undergo  the  present  inflationary 
spiral  without  difficulty.  We  suffer  from  rising  taxes,  high  interest  rates, 
soaring  maintenance  costs  and  all  the  hundred-odd  subliminal  and  finan- 
cial pressures  that  go  with  owning  a  home,  or  trying  to  own  one. 

We  are  victims,  too,  of  the  bres^-up  of  our  conununities  that  is  involved 
in  the  incapacity  of  children  to  buy  houses  in  their  own  home  areas.  We  are 
among  the  taxpayers  who  must  build  new  schools  when  population  shifts 
rapidly,  and  we  are  the  people  who  must  fire  or  transfer  teachers  when  old 
schools  turn  up  empty  on  the  day  after  Labor  Day.  United  Presbyterians, 
typically,  are  among  the  burden-bearers  of  society,  at  least  in  terms  of  tax 
burden,  and  we  complain  about  our  role,  though  we  are  proud  to  find  our- 
selves, somehow,  still  able  for  the  most  part  to  pay  for  what  is  necessary. 
Yet,  if  we  are  victims,  even  more  are  we  among  those  who  profit — and 
usually  at  the  expense  of  the  poor. 

Amost  every  one  of  us  receives  a  government  subsidy  to  support  us  in  the 
buying  of  our  homes.  That  subsidy  we  call  a  tax  "deduction,**  and  for 
Presbyterians  alone  the  size  of  it  may  amount  to  two  billion  dollars  annual- 
ly that  is  lost  to  the  federal  treasury  for  other  uses,  including  housing  for 
the  poor,  because  it  has  been  given  to  us.  Moreover,  clergy  have  a  special 
subsidy.  The  total  cost  of  clergy  housing  is  exempted  from  personal  income 
and  is,  therefore,  not  taxed. 

Our  attempts^  in  conjunction  with  those  of  our  neighbors,  to  preserve 
and  improve  our  surroundings,  and  increasingly  our  efforts  to  protect 
eventual  capital  gain  on  our  habitations,  have  surrounded  our  homes  with 
zoning  regulations,  lines  on  paper  as  effective  as  steel  barriers,  that  are 
designed  to  deny  access  to  our  conununities  by  low-income  families.  Our 
complaints  about  our  tax  burdens,  when  combined  with  the  desire  of 
elected  representatives  to  take  the  easy  way  out,  have  resulted  in  a  decline  in 
federal,  state,  and  city  appropriations  for  housing  and,  indeed,  for  all 
other  services  designed  to  assist  disadvantaged  sections  of  our  population. 
Our  silence  has  made  us  profiteers  from  red-lining  business  and  lending 
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practices  that  continue  to  deny  mortgage  money,  home  improvement  k)ans 
and  insurance  to  homebuyers  and  homeowners  in  disadvantaged  sectioiis 
of  the  nation's  cities. 

Alas,  many  of  the  United  Presbyterians  who  are  leaders  in  society  and 
the  church  have  by  silence  or  voice  been  part  of  recurrent  campaigns  that 
keep  low-income  persons  and  minorities  out  of  our  conununitieSy  that 
deny  to  the  handicapped  the  right  to  establish  group  homes  in  our 
localities,  that  insist  that  slow  learners  be  housed  and  schooled  away  from 
our  schools,  our  homes. 

Protecting  ourselves,  we  have  done  violence  to  fellow  citizens  who  do 
not  share  our  advantages.  There  is  no  way  to  soften  the  statement;  like  the 
taxes  we  complain  of,  the  fact  of  our  violence  to  persons  is  real,  it  is  true 
and  it  hurts. 

Theological  Dynamics 

Even  if  United  Presbyterians  possessed  no  experience  in  housing  mat- 
ters, and  no  involvement  for  both  good  and  ill  in  present  housing  difficul- 
ties, it  is  all  but  certain  that  in  these  days  of  bibUcal  renewal  a  loud  and 
clear  Presbyterian  voice  would  be  raised  in  protest  against  the  prevailing 
housing  situation  and  to  suggest  ways  to  improve  matters.  That  certainty 
stems  from  our  theology  and  understanding  of  Gospel  imperatives. 

God,  we  believe,  has  made  a  promise,  still  unfulfilled,  to  his  people.  By 
this  covenant  we  are  to  expect  a  forthcoming  ** golden  age"  in  whidi  all  the 
children  of  God  will  enjoy  pleasant,  peaceful  and  secure  lives,  each  under 
his  or  her  *'own  vine  and  fig  tree,"  and  "none  shall  make  them  afraid.**  On 
the  wonderful  day  of  the  promise,  men,  women  and  children  of  all  income 
levels  will  be  at  home  with  each  other  and  with  God,  "every  tear**  of 
insecurity  and  pain  will  be  wiped  away  and  there  will  be  no  more  grief  over 
rat-bites,  leaking  roofs,  cold  rooms  and  eviaion  orders.  "Death  and  fear 
shall  have  no  dominion,"  theologian  Edward  Huenemann  reminds  us, 
adding  that  "the  housing  of  human  beings  in  security  and  comfort  is  surety 
an  important  element  in  the  essentially  religious  vision  and  process  by 
which  we  all  hope  to  become  fully  human"  in  the  outworking  of  the  cove- 
nant promises. 

In  the  life  and  ethic  held  forward  in  the  Old  and  New  Ikstament  Scrip- 
tures for  the  servant  people  of  God,  even  the  covenants,  the  promises  of  the 
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Almighty,  require  human  response.  In  this  connection,  the  average  United 
Presbyterian  does  wdl  in  his  or  her  comfort,  to  recall  the  institution  of  the 
Passover  feast:  down  the  long  centuries  following  the  escape  from  Egypt, 
the  people  obeyed  the  Lord  in  annual  remembrance  not  only  of  the  Lord's 
delivering  power  and  of  their  own  act  (cf :  Hebrews  1 1 :28)  of  obedience, 
but  of  their  original  condition  (Deuteronomy  16:3, 1  Peter  2:10):  "Once 
you  were  no  people  but  now  you  are  God's  people;  once  you  had  not 
received  mercy  but  now  you  have  received  mercy."  Just  so  the  fathers  and 
mothers  of  all  of  us  were  once  homeless  slaves  eating  the  "bread  of  afflic- 
tion"; just  so  we  have  received  great  mercies;  just  so  we  keep  a  Passover 
that  recalls  an  even  mightier  act  of  deliverance  than  the  passing  of  the  angel 
over  the  huts  of  the  children  of  Israel;  just  so  we  are  asked  to  make  a 
response:  "If  you  love  me,  feed  my  sheep."  For  us  true  faith  ever  and 
always  must  be  this,  to  visit  those  who  are  af fliaed  (James  1 :27),  to  serve 
the  Lord  and  keep  his  conunandments  (John  13:34;  Deuteronomy 
10: 12-13)  and  to  love  the  homeless  "for  [we]  were  sojourners  in  the  land  of 
Egypt"  (Deuteronomy  10:19).  Always  we  are  to  remember  our  own  one- 
time homelessness:  to  remember  and  to  act. 

Another  element  in  the  theological  traditions  of  the  church  and  in  the 
teaching  of  Scripture  has  ever  accented  the  accountability  of  all  persons 
and  all  powers.  Though  the  civil  magistrate — that  is,  the  government — is 
for  Christians  to  be  honored  as  a  matter  of  obedience  derived  from  belief  in 
the  magistrate's  ultimate  investiture  by  God,  and  though  by  Christian 
teaching  labor,  whether  that  of  a  president  of  industry  or  a  carpenter,  is 
held  to  be  worthy  of  adequate,  indeed  abundant  hire;  yet  believers  are  not 
to  be  passive  in  times  of  abuse  by  either  state  or  industry.  Indeed,  we  have 
always  been  under  orders  to  engage  in  dialogue  from  faith  with  the  powers 
of  the  world. 

In  addition,  Christian  understandings  of  property  ownership  have 
always  insisted  that  property  is  held  in  stewardship  to  God,  that  "the  Earth 
is  the  Lord's  and  the  fulness  thereof,"  and  is  to  be  used  for  His  purposes. 
We  are  trustees  of  God's  creation  and  are  required  to  exercise  that  trust  for 
the  common  good.  Presbyterians  who  have  traditionally  recognized  the 
right  to  private  property  have  also  recognized  that  that  right  is  subject  to 
limitations.  God  intended  the  earth  for  the  use  of  every  human  being  and 
people;  whatever  the  form  of  ownership,  God's  universal  purpose  for  His 
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creation  must  be  respected.  Every  Christian  and  every  church  should 
regard  their  possessions  not  merely  as  their  own,  but  as  a  trust  that  should 
boiefit  not  only  themselves,  but  others. 

Against  such  a  background,  it  is  sobering  to  look  out  as  individuals  to 
the  tension  between  present  realities  and  what  God  has  told  us  He  intends. 
Our  housing  patterns,  clearly,  are  shaped  largely  on  the  basis  of  economic 
disparities  and  racial  attitudes.  People,  beings  in  the  image  of  God  with  an 
eternal  destmy,  are  labelled  "consumers,*'  and  treated  with  a  casualness 
2^propriate  to  the  porcine  term.  Housing,  which  we  understand  minimally 
to  be  shelter  against  the  elements  and  predators,  nonetheless  is  an  aaivity 
that  ever  bears  the  imprint  of  human  creativity  and  spirituality;  moreover, 
a  house  is  to  bear  upon  its  gates  the  promise  of  fulfillment  of  God's  prom- 
ises (Deuteronomy  11:20).  Yet,  we  see  human  habitations  treated  like 
pawns  in  a  game  that  has  little  to  do  with  comfort  for  infants,  or  with  the 
arena  in  which  familial  love  is  given  expression,  or  with  the  basic  unit  of  the 
conununity. 

Instead,  the  present  scene  discloses  the  idea  of  a  house  corrupted  to  the 
purposes  of  exploitation,  the  value  of  conununity  ignored,  and  a  vast  army 
of  Christians  standing  at  ease  behind  zoning  barriers  in  presumptive 
acceptance  of  injustice  at  the  same  time  that  their  churches  resound  with 
calls  to  a  life  of  sharing  in  the  example  of  Jesus  Christ.  Obviously,  such 
hypocrisy  cannot  long  endure.  Late  or  soon  we  must  confess  that  we  have 
benefitted  from  a  Passover  that  is,  in  all  the  blessings  that  stem  from  it, 
collective  by  God's  intention  and  by  His  holy  nature  which  is  just. 

The  General  Assembly  has  again  and  again— 19  times  between  1947  and 
1978— spoken  of  state,  community  and  Christian  responsibilities  in  the 
area  of  housing.  In  1947,  the  159th  Assembly  (Journal^  page  196)  empha- 
sized to  the  church  that  Presbyterians  "cannot  afford  to  pay  the  spiritual 
cost  of  ignoring  [housing],  a  basic  need  of  family  life"  and  said  that  good 
Christians  "should  do  something  about  this"  and  that  "good  citizens 
must."  A  year  later  in  1948,  the  160th  General  Assembly  called  the  then- 
existing  housing  shortage  a  "most  shameful  violation  of  common 
decency"  and  a  "flagrant  dereliction"  of  the  "social  duty"  of  the  citizenry 
{Journal^  page  208). 

In  subsequent  years,  specific  duties  and  obligations  of  the  church  in  the 
field  of  housing  were  urged,  beginning  with  the  exhortation  of  the  161st 
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General  Assembly  (1949)  that  "our  churches  in  cooperation  with  other 
community  agencies,  condua  surveys  of  housing  conditions  in  their  own 
communities  and  initiate  whatever  steps  may  be  necessary  to  stimulate 
private  industry  to  develop  housing  for  families  of  lower  middle  income, 
and  encourage  local  government  authorities  to  proceed  with ...  a  public 
housing  program  for  low-income  families**  {Journal^  page  248). 

In  the  years  that  followed,  the  church  attacked  racial  discrimination  in 
public  and  private  housing,  urged  extension  of  public  housing  efforts  into 
rural  areas,  pressed  for  liberalization  of  mortgage-lending  standards.  Not 
then  expressed,  but  growing,  was  the  conviction  to  which  we  now  are 
come:  That  decent  housing  is  a  basic  right  for  everybody. 

From  the  outer  gate  now  comes  a  call  (Luke  16:20).  It  is  Lazarus  with  his 
rat-bites  and  chilblains,  and  we  are  within,  in  comfort  at  the  table.  Can  it  be 
that  we  we  will  hear  Lazarus?  Can  it  be  that  we  will  hear  him  here^  in  this 
life  and  this  day,  short  of  the  unbridgeable  chasm  that  the  story  tells  us  will 
otherwise  await  us  in  the  judgment?  One  thing  is  sure:  The  Lord  God  hears 
Lazarus,  just  as  He  has  always  heard  the  cries  of  the  deprived,  the  suffer- 
ing, the  tormented.  In  the  matter  of  housing  and  maintenance  of  housing 
standards,  we  all  stand  today  in  the  position  of  Moses  on  the  mountain 
(Exodus  3:7),  listening  to  our  Creator's  voice: 
"I  have  seen  the  affliaion  of  my  people  .  .  . 
Come,  I  will  send  you!' 
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Chapter  Five 


Rediscovering  the  Law  in  the  Tsmple 

The  Church 's  Role  in  Housing 


When  the  Christian  constituency  hears  the  call  of  God  to  action  in  housing 
and  community  building,  the  result  should  be  immensely  creative  for  this 
nation.  It  should  inspire  the  growth  of  a  sense  in  the  people  of  having 
returned  to  the  old  dream  of  America's  founders,  the  establishment  of  a 
land  in  which  men  and  women  may  together  seek  "life,  liberty  and  the  pur- 
suit of  happiness"  in  a  social  and  residential  climate  that  reflects  and  fos- 
ters human  relatedness  through  the  expression  of  humanitarian  values  and 
the  old-fashioned  neighborliness  that  knows  no  creedal  or  sectarian  defini- 
tions. 

But  how  can  such  a  rebirth  of  conscience,  of  collective  "soul,"  take 
place? 

There  is  in  the  second  book  of  Chronicles  (34:  8-19)  an  account  of  the  re- 
discovery during  repair  of  the  Jerusalem  Ihnple  of  certain  "lost"  books  of 
the  Mosaic  law.  Hearing  them  read.  King  Josiah  "rent  his  clothing"  and 
wept.  Some  similar  response  is  hoped  for  in  the  matter  of  fair  share  housing. 

The  "lost"  New  Testament  "law"  of  equity— that  one  should  deal  with 
one's  neighbor  as  with  oneself— is  also  being  rediscovered.  And  when,  per- 
son by  person,  the  rediscovery  is  made  and  applied  to  such  problems  of 
conmiunity  well-being  as  housing,  a  first  effect  is  the  blowing  away  of 
falsehood.  Ikke  the  falsehood,  for  example,  that  only  the  poor  receive 
government  largesse  in  housing. 

The  most  pervasive  entitlement  in  housing  is  not  provided  by  federal 
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housing  programs  but  through  the  federal  income  tax  system:  If  you  make 
enough  money  to  put  together  a  down  payment  and  can  afford  a  mort- 
gage, homeowner  and  investor  deduaions  in  your  income  tax  emphasize 
your  right  to  have  a  good  house  rather  than  hand  your  money  over  to  the 
government.  Moreover,  the  higher  your  income  the  more  "right"  to  hous- 
ing you  have. 

It  is  surely  a  bitter  thing  to  observe  the  beneficiaries  of  such  largesse  run- 
ning around  resisting  the  federal,  state  and  local  programs  that  might  af- 
ford a  decent  roof  for  somebody  else,  but  such  is  the  case.  In  other  social 
services— use  of  public  highways,  public  education,  etc. — the  nation  has 
had  a  vision  of  benefit  and  entitlement  for  all  of  its  people,  but  in  the 
elemental  matter  of  who  shall  be  sheltered  adequately  and  in  decency  the 
vision  has  failed. 

A  people  who  believe  in  a  loving  God,  a  just  God,  will  indeed, 
remembering  the  Lazarus  story,  ask  what  the  Creator  will  have  in  store  for 
a  people  who  visit  hardship  upon  those  who  can  least  endure.  Such  a  peo- 
ple, observing  the  aged  carrying  their  powdered  milk  and  cans  of  tuna  up 
the  steps  to  ill-lit  hallways  and  into  poorly  heated,  cumbling  apartments, 
must  ponder  the  anger  of  God;  such  a  people,  observing  a  national  policy 
that  everywhere  crams  the  desperate  in  b^ide  the  desperate  in  the  worst 
possible  housing  conditions,  must  ponder  the  reaction  of  the  living  God  of 
love  and  peace. 

Why  has  decent  housing  not  yet  been  recognized  as  a  basic  human  right 
by  everyone  in  America? 

It  is  clear  from  what  has  been  written  that  housing  no  longer  holds  the 
priority  it  once  had  in  our  plan  of  things  to  do  and  works  to  accomplish. 

It  is  clear  that  the  ability  of  the  poor  to  utilize  such  housing  opportunities 
as  do  exist  has  eroded  under  inflation,  rising  interest  patterns,  poor 
enforcement  of  housing  standards,  restrictive  zoning  laws  and  changes  in 
housing  industry  priorities. 

It  is  clear  that  housing  as  a  human  right  in  America  depends  upon 
human  might— that  we  recognize  housing  as  the  right  only  of  those  power- 
ful and  rich  enough  to  kick  up  a  storm  if  denied. 

It  is  clear  that  in  matters  of  housing  we  are  far  from  being  a  moral  peo- 
ple, far  from  being  a  just  people,  far  from  being  a  democratic  people,  far 
from  being  a  Christian  people.  So  what  is  to  be  done?  Perhaps  the  image  of 
the  Passover  people  will  serve  us  once  we  understand  it;  perhaps  the  sense 
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that  humankind  is  in  motion  will  help;  perhaps  we  must  all  b^in  to  con- 
sider the  refugees  of  today's  earth  as  those  who  experience — and  en- 
dure— a  Passion  experience. 

Today,  the  world  is  filled  with  refugees,  refugees  who  have  been  forced 
from  their  homes  to  seek  shelter  and  community  in  strange  and  often 
dangerous  places  where  housing  is  not  only  inadequate  but  often  merdy 
makeshift.  Most  major  cities  in  Africa,  Latin  America  and  Asia  are  ring^ 
with  extensive  squatter  settlements  where  entire  families  live  in  hastily 
erected  shelters  in  areas  with  no  electricity  or  plumbing  and  only  paths  for 
roads. 

In  addition,  the  ravages  of  war  and  racial  and  ethnic  hostility  have  gen- 
erated a  flow  of  refugees  from  Uganda,  Cambodia,  Afghanistran*  Viet 
Nam  and  many  other  countries  which  is  beyond  conception.  Millions  of 
people  have  been  uprooted  from  their  homes  and  their  homelands  and 
forced  to  seek  whatever  sheker  and  havens  they  could  find.  The  specter  of 
the  ''boat  people"  who  floated  for  weeks  and  months  at  sea,  in  over- 
crowded, unsafe  boats,  because  they  could  not  find  a  country  that  would 
accept  them,  is  a  haunting  memory.  Thousands  and  possibly  hundreds  of 
thousands  have  died  in  this  basic  quest  for  a  home. 

In  our  country,  too,  there  are  many  who  can  be  called  refugees,  for 
whom  the  quest  for  a  decent  place  to  live  is  a  lifelong  struggle.  There  is  a 
sense  in  which  this  is  a  struggle  which  touches  most  Americans.  But  for 
those  of  low  and  moderate  income,  the  struggle  is  most  critical  and  the 
prospects  most  dismal.  They  are  forced  from  their  homes  by  "redevelop- 
ment" or  "urban  renewal"  instead  of  by  war.  They  are  often  unable  to  find 
a  safe  and  decent  settling  place  because  communities  zone  them  out  or  real 
estate  agents  steer  them  away  because  of  their  color  or  ethnic  heritage.  Like 
the  "boat  people,"  no  one  wants  these  American  urban  dwellers,  and  they 
must  somehow  squeeze  themselves  and  their  children  into  already  over- 
crowded, deteriorating  and  dangerous  neighborhoods  that  have  been 
abandoned  by  the  banks  and  businesses,  certain  as  they  do  so  that  it  is  only 
a  matter  of  time  before  they  will  be  forced  to  move  again. 

The  situation  is  not  only  unjust;  it  is  explosive.  At  a  time  when  there  is  a 
growing  emphasis  among  church  people  on  "peacemaking,"  the  ever- 
restricted  access  of  the  poor  and  minorities  to  decent  housing  dramatically 
increases  the  potential  for  violence  and  conflict  on  our  streets  and  in  our 
homes. 
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What  then  can  the  General  Assembly  do?  What  can  the  synod  do?  The 
presbytery?  The  congregation?  The  believer  in  the  pew? 

One  starts,  of  course,  by  noting  that  the  church  cannot  do  everything. 
Housing  is  a  complex  issue,  a  professional  problem,  a  matter  for  associa- 
tions and  alliances  and  a  joint  effort. 

Yet,  the  admission  that  Christians  cannot  do  everything  is  far  from  an 
excuse  for  doing  nothing. 

As  weVe  seen,  the  time  is  here,  the  time  is  now,  for  the  church  to  lift  its 
voice  as  one  of  the  moral  monitors  of  the  state  and  society  on  behalf  of  fair, 
good  and  decent  housing  for  all  as  a  matter  of  right.  And  more  than  a  voice 
must  be  lifted:  The  church's  energies,  resources,  power,  must  be  brought 
to  the  side  of  the  ill-housed  in  America  as  it  has  in  the  past  been  brought  to 
the  side  of  the  ill-fed  and  disenfranchised.  They  are  the  same  people:  the 
people  whom  we  have  sought  to  serve  in  areas  of  self-development,  inter- 
church  aid,  hunger  action,  and  other  kinds  of  advocacy  are  the  people  who 
look  out  at  us  from  windows  of  deteriorating  houses,  Hi-maintained  apart- 
ments and  furnished  rooms. 

Just  as  we  have  discovered  in  other  varieties  of  mission  that  the  most  ef- 
fective help  is  that  which  empowers  those  in  need  to  tackle  their  own  prob- 
lems, so  informed  persons  in  the  area  of  housing  have  insisted  the  **thc  first 
requisite  of  an  adequate  housing  strategy  is  to  get  control  of  housing  stock 
into  the  hands  of  its  occupants."  This  does  not  necessarily  mean  home  or 
apartment  ownership  for  everyone.  The  aim  could  be  accomplished,  in 
part,  through  community  or  neighborhood-based  housing  corporations 
and  through  provision  for  genuine  tenant  participation  in  housing  man- 
agement. But  it  is  important  to  establish  the  underlying  principal  in  what- 
ever pressures  the  church  may  choose  to  exert:  We  do  not  seek  greater  and 
greater  housing  projects  operated  by  local,  state  or  federal  authorities;  we 
seek  housing  for  the  poor  at  fair  prices  under  operational  schemes  that  in- 
vest the  poor  with  dignity  and  control,  if  not  always  and  everywhere  with 
proprietorship  itself.  Whatever  the  church  says  or  does,  let  that  principal 
be  affirmed. 

Despite  all  that  has  been  said,  the  church  being  preoccupied  with  other 
matters  may  fail  to  effectively  take  up  its  mission  in  housing.  By  failing  to 
respond  the  church  would,  by  its  silence,  be  siding  with  those  in  our  society 
who  are  willing  to  treat  the  poor  as  though  they  were  sin-bearers  for  the  rest 
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of  us,  leaving  them  to  their  rotting  habitations  as  the  rest  of  us  enjoy  our 
''right"  to  good  homes.  Such  a  prospect  makes  us  recall  that  there  was  once 
"a  rich  man,  who  was  clothed  in  fine  purple  and  linen  and  who  feasted 
sumptuously  every  day.  And  at  his  gate  lay  a  poor  man  named  Lazarus." 
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A  Call  to  Renewed  Ministries 
in  Housing 

Enacted  by  193rd  General  Assembly  (1981) 


In  response  to  the  critical  housing  needs  in  the  United  States  and  with  the 
intention  of  strengthening  United  Presbyterian  housing  ministries,  the 
Program  Agency  established  in  November  of  1979  an  ad  hoc  advisory 
committee  on  housing,  chaired  by  the  Reverend  Lincoln  Dring  of  Rock- 
ville,  Maryland.  As  part  of  its  work,  the  committee  prepared  a  report,  for 
study  by  the  church,  entitled  "Lazarus  at  the  Gate','  which  discusses  back- 
ground data  on  housing  needs,  a  theological  framework  for  housing  minis- 
tries and  suggestions  for  church  action. 

Housing  Needs  of  Low-  and  Moderate-Income  Persons 

As  that  report  points  out,  there  is  a  growing  shortage  in  the  United  States 
of  decent,  affordable  housing  for  low-  and  moderate-income  people,  with 
the  stock  of  rented  housing  upon  which  most  poor  people  depend  actually 
shrinking  at  a  time  of  expanding  demand.  Whereas,  in  1970,  for  7,584,000 
households  with  incomes  of  $4,000  or  less  there  were  7,516,000  low-rent 
units  in  existence,  seven  years  later  in  1977,  5,815,000  households  had  in- 
comes of  $4,000  or  less,  but  only  2,052,000  low-rent  units  were  available  to 
them.  The  number  of  people  paying  more  than  half  their  income  for  shelter 
jumped  from  3.8  million  renters  in  1976  to  6.1  million  renters  in  1978. 

Millions  of  people  in  the  United  States  live  in  run-down  buildings,  vul- 
nerable to  deadly  flres,  plagued  by  rats,  suffering  from  inadequate  or  no 
heat  and  hot  water,  with  little  in  the  way  of  security  against  robbery  or  per- 
sonal attacks.  The  elderly  and  disabled  poor  in  urban  areas  often  live  in 
cramped,  depressing  and  dangerous  single-room-occupancy  "hotels"  that 
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cater  to  '"transients"  but  where  transients  may  stay  for  years  at  a  time  be- 
cause alternative  housing  is  not  available. 

The  problem  of  urban  housing  is  well  known,  but  the  amount  of  sub- 
standard housing  in  rural  areas  of  the  United  States  is  sometimes  over- 
looked. Sixty  percent  of  the  substandard  housing  in  the  U.S.  is  in  rural 
areas.  Many  rural  communities  (some  30,000)  still  lack  water  or  waste 
disposal  facilities.  The  housing  of  migrant  farm  workers  and  Native 
Americans  remains  deplorable  in  many  areas. 

Housing  available  to  the  poor  has  been  reduced  in  several  ways.  Sizeable 
areas  of  older  cities  where  low-  and  moderate-income  people  live  have  been 
allowed  to  deteriorate  in  part  becausi^  banks  and  insurance  companies  have 
''red-lined"  those  areas,  refusing  to  make  needed  mortgage,  business  or 
home  improvement  loans  or  provide  adequate  insurance  coverage.  Addi- 
tionally, landlords  have  often  collected  rents  without  making  needed  re- 
pairs and  when  the  costs  of  essential  repairs  become  too  great,  they 
abandon  the  buildings.  Large  numbers  of  these  buildings  are  destroyed  by 
suspicious  fires  and  tenants  are  forced  from  their  homes. 

Other  inner-city  areas  are  being  redeveloped  for  occupancy  by  persons 
of  high  income  with  the  result  that  thousands  of  low-  and  moderate- 
income  people  are  being  displaced  from  their  neighborhoods. 
Discriminatory  practices  in  the  buying  and  selling  of  housing,  plus 
exclusionary  zoning  ordinances  and  building  codes  continue  to  limit  access 
of  the  poor  and  minorities  to  decent  housing  in  urban  and  suburban  areas. 
In  some  rural  areas,  it  is  difficult  to  obtain  land  for  new  housing  for  low- 
income  people. 

The  worsening  shortage  of  decent  and  affordable  housing  available  to 
individuals  and  families  of  low  and  moderate  income  is  causing  great  hu- 
man suffering  and  disrupting  thousands  of  lives. 

Government  Housing  Policies  and  Programs 

It  is  clear  from  the  experience  of  the  last  three  decades  that  government 
policies  and  subsidies  are  essential  ingredients  in  addressing  the  housing  di- 
lemmas and  low-  and  moderate-income  persons.  This  applies  to  state  and 
local  governments,  as  well  as  to  the  federal  government.  The  federal  gov- 
ernment exerts  influence  on  the  housing  market  and  housing  for  the  poor 
through  a  variety  of  means  including  general  economic  policies,  taxation 
policies,  and  housing  subsidies. 
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The  largest  aggregate  of  federal  housing  subsidies  is  granted  indirectly 
through  income  tax  deductions.  The  principal  deduction  is  for  intoest  cm 
mortgages  which  can  be  claimed  as  an  entitlement  by  all  homeowners.  In 
1980,  of  all  federal  iiousing  subsidies,  both  direct  and  indirect,  it  is  esti- 
mated (by  the  National  Low-Income  Housing  Coalition)  that  this  year 
(fiscal  1981)  $4.2  billion  or  14.1  percent  of  all  federal  direct  and  indirect 
housing  expenditures  will  go  to  aid  people  with  household  incomes  bdow 
$5,000  and  $4.5  billion  or  14.7  percent  will  aid  those  with  mcome  between 
$5,000,  and  $20,000.  Conversely,  $13.8  billion  or  45.7  percent  of  all  as- 
sisted and  indirect  housing  expenditures  of  government  will  aid  people  with 
incomes  between  $20,000  and  $50,000,  and  $7.3  billion  or  25.5  percent  will 
aid  individuals  with  household  mcomes  above  $50,000. 

State  and  local  governments  have  played  an  increasingly  important  role 
in  the  provision  of  housing.  Local  governments  have  for  some  time  exer- 
cised control  over  housing  development  in  their  areas  of  jurisdiction 
through  zoning  and  building  codes  and  the  provision  of  basic  services  such 
as  water  and  sewer  lines,  schools  and  recreational  facilities.  These  local 
controls  have  not  mfrequently  been  used  to  exclude  low-income  persons 
and  minorities  from  middle-  and  upper-income,  predominantly  white 
areas. 

Since  1974,  local  governments  have  been  given  increased  control  over 
the  use  of  direct  federal  housing  subsidies.  In  some  cases,  this  has  provided 
a  mechanism  for  signiflcant  conmiunity  input  and  creative  planning  for 
neighborhood  development  m  areas  of  particular  need;  in  other  cases, 
funds  intended  to  be  used  to  aid  low-  and  moderate-income  persons  have 
been  used  to  meet  budget  deficits  or  to  support  recreation  or  beautification 
projects  without  effective  consultation  with  the  poor. 

It  is  clear  that  those  concerned  about  promoting  decent  housing  for  all 
must  give  greater  attention  to  monitoring  the  activities  of  state  and  local 
decision  makers. 

Self-Help  Activities 

One  of  the  most  promising  developments  in  recent  years  has  been  the  in- 
creased efforts  of  low-income  persons  to  buy  and  renovate  abandoned 
buildings.  They  have  been  able  to  purchase  buildings  through  the  invest- 
ment of  their  labor  (known  as  **sweat  equity")  and  to  carry  out  renova- 
tions with  the  aid  of  government  subsidies.  Neighborhood  groups  have 
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also  become  active  to  foster  economic  devdopment,  new  construction  and 
general  neighborhood  stabilization.  These  efforts  require  commitment, 
tenacity  and  creativity  by  community  people  and  in  turn  generate  greater 
control  over  their  own  neighborhoods  and  a  stake  in  the  future. 

The  Chattmge  to  the  Churches 

This  situation  demands  a  sympathetic  and  active  response  from  the 

church.  In  Jesus  Christ,  we  are  called  to  a  life  responsibility  for  the  wdfare 

of  our  brothers  and  sisters.  In  housing,  the  church  is  called  to  witness  to 

this  vision  of  the  human  community,  to  see  that  all  people  have  adequate 

shdter  and  that  housing  patterns  foster  human  relatedness  rather  than 

division. 

The  General  Assembly  has  acted  repeatedly  to  affirm  the  role  of  the 
church  in  working  for  decent  housing  for  all: 

•  In  1947,  the  lS9tii  General  Assembly  (Minutes,  1941 ,  Part  I,  page  196) 
emphasized  to  the  church  that  Presbyterians  "cannot  afford  to  pay 
the  spiritual  cost  of  ignoring  [housing],  a  basic  need  of  family  life!' 

•  In  1948,  the  160th  General  Assembly  again  called  attention  to  the 
housing  shortage  and  called  it  a  "shameful  violation  of  common  de- 
cency" {Minutes,  1948,  Part  I,  page  208). 

•  In  1949,  the  161st  General  Assembly  suggested  that  "our  churdies  in 
cooperation  with  other  agencies  conduct  surveys  of  housing 
conditions  in  their  own  communities  and  initiate  whatever  steps  may 
be  necessary  to  stimulate  private  industry  to  develop  housing  for 
families  of  lower  middle  income,  and  encourage  local  government 
authorities  to  proceed  with  a  public  housing  program  for  low-income 
families"  (Minutes,  1949,  Part  I,  page  248). 

•  In  1966,  the  178th  General  Assembly  called  upon  "congregations  and 
the  housing  industry  to  examine  both  conscience  and  conduct,  and  to 
encourage  residential  int^ration  by  taking  initiative  in  stabilizing 
ndghborhoods  into  which  non-whites  and  other  ethnic  groups  are 
moving,  and  in  encouraging  others  to  do  likewiser  and  encouraged 
sessions,  presbyteries  and  synods  to  initiate  "the  construction  of 
housing  for  middle-income  families  outside  ghetto  areas"  as  a  means 
of  accelerating  housing  integration,  and  also  affirmed  the 
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responsibility  of  the  church  'Ho  take  the  leadership  in  seddog  the 
means  whereby  every  American  family  can  obtain  a  decent  hom^* 
and  went  on  to  support  ''the  establishment  of  national  programs  of 
housing  subsidies"  and  other  initiatives  by  government  and  the 
private  sector,  and  urged  "that  housing  programs  be  carried  on  in 
concert  with  programs  aimed  at  environmental  improvement  and 
human  renewal"  (Minutes,  1966,  Part  I,  page  383,  388). 
•  In  1977,  the  189th  General  Assembly  reminded  "United  Presbyterians 
that  the  nation  suffers  from  serious  problems  in  the  area  of  housing" 
{Minutes,  1977,  Part  I,  page  124). 

The  United  Presbyterian  Church  has  for  many  years  engaged  in  a  variety 
of  housing  ministries,  including:  fighting  against  discrimination  in 
housing;  advocating  subsidized  housing  for  low-income  people;  sponsor- 
ing non-profit  housing  for  the  elderly  and  for  low-  and  middte-inoome 
families;  working  with  tenants  in  public  housing  and  in  deteriorating 
privately-owned  apartment  buildings;  providing  counsding  and  referral 
services  to  individuals  with  housing  problems;  supporting  community 
groups  who  are  rehabilitating  existing  buildings  and  sponsoring  new  build- 
ings, and  supporting  the  construction  of  new  housing  in  squatter  settle^ 
ment  areas  in  other  parts  of  the  world. 

Today,  the  challenge  to  the  church  to  work  for  decent  housing  for  all  is 
as  great,  if  not  greater,  than  it  has  ever  been.  With  the  growing  economic 
crisis  and  a  growing  conservatism  in  the  country,  the  sentiment  may  be  de- 
veloping that  the  poor  should  fend  for  themselves  and  that  the  government 
should  not  pursue  the  goal  stated  in  the  National  Housing  Act  of  1949»  of 
"a  decent  home  and  a  suitable  living  environment  for  every  American 
family."  The  church  cannot  accept  such  a  retreat  and  must  press  for  the 
government  to  be  an  instrument  to  enhance  the  common  good  and  to  see 
that  all  Americans  are  adequately  housed.  It  must  reaffirm  that  in  this 
country  we  are  more  than  a  collection  of  individuals,  that  we  are  part  of 
God's  human  community  and  must  share  each  others*  burdens.  The 
church  cannot  accept  a  retreat  from  the  principles  of  justice  and  equity 
upon  which  our  country  was  founded.  The  challenge  is  to  give  new  life  to 
this  vision  and  to  press  on  towards  the  goal  of  decent  housing  for  all. 
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Therefore,  the  193rd  General  Assembly  (1981) 

•  Receives  the  background  paper,  **Lazarus  at  the  Gate!*  ond  com- 
mends it  to  the  church  for  study; 

•  Adopts  the  report  *'A  Call  to  Renewed  Ministries  in  Housing!*  ond 
the  following  recommendations: 

With  Regard  to  Housing  Needs: 

•  Strongly  afflrms  that  decent  housing  must  be  a  right  for  all  people  and 
reaffirms  the  goal  stated  in  the  National  Housing  Act  of  1949,  of  ''a 
decent  home  and  a  suitable  living  environment  for  every  American 
family!'  We  urge  a  long-range  determination  and  commitment  on  the 
part  of  government,  business  and  the  voluntary  sector  to  make  that 
right  become  a  reality. 

•  Expresses  outrage  and  shame  at  the  terrible  housing  conditions  under 
which  millions  of  people  in  the  United  States  and  around  the  world 
are  forced  to  live  and  denounces  the  apathy,  whether  in  oursdves  or  in 
others,  which  allows  these  conditions  to  remain. 

•  Recognizes  that  substandard  housing  is  only  one  of  the  conditions  of 
poverty  and  that  an  attack  on  this  problem  goes  hand  in  hand  with  an 
attack  on  other  key  problems  such  as  unemployment  and  inadequate 
educational  opportunities. 

With  Regard  to  the  Role  of  Government: 

•  Reaffirms  that  government  at  all  levels  must  act  creatively  and  force- 
fully to  insure  an  adequate  supply  of  housing  for  low-income  families 
and  individuals  and  to  break  down  discriminatory  barriers  which 
deny  the  poor  and  minorities  access  to  decent  housing. 

•  Calls  upon  the  federal  government  to  increase  the  priority  for  subsi- 
dized housing  to  realize  the  Congressionally  approved  (1968)  goal  of  a 
minimum  of  600,000  units  annually  of  new  or  substantially  rehabili- 
tated housing  for  low-  and  moderate-income  people. 

•  Recognizes  that  under  the  present  federal  administration  there  will  be 
a  radical  increase  in  the  distribution  of  housing  funds  to  state  and  lo- 
cal government  through  means  of  block  grants.  This  wiU  give  in- 
creased responsibility  for  the  management  of  these  funds  to  state  and 
local  governments  which  in  the  past  have  had  a  poor  record  in  using 
such  funds  for  the  benefit  of  those  most  in  need.  This  utuation  pre- 
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sents  a  special  and  urgent  challenge  to  concerned  Christians,  along 
with  other  concerned  citizens,  to  act  as  advocates  for  the  use  of  these 
funds  to  meet  the  housing  problems  of  the  most  needy. 

•  Urges  special  regard  for  the  profound  upheaval  and  pain  that  dis- 
placement inequitably  causes  for  low-income  and  elderly  persons  and 
for  the  human  significance  of  existing  conununities  and  their  institu- 
tions, while  recognizing  the  legitimate  need  for  rehabilitation  of  dete- 
riorating neighborhoods. 

•  Supports  the  concept  of  achieving  equal  opportunity  m  housing  for 
low-income  persons,  middle-  and  upper-mcome  persons,  and  urges 
the  continuation  of  government  programs  which  support  this  end. 

With  Regard  to  the  Role  of  the  Private  Sector: 

•  Calls  upon  the  private  business  sector  to  assume  responsibility  for  cre- 
ating decent  housing  for  the  poor  and  protecting  people  from  being 
forceably  displaced  from  their  homes  and  their  neighborhoods. 

•  Calls  upon  banks  and  insurance  companies  to  make  a  conscious  ef- 
fort to  shape  their  policies  and  to  use  a  signiflcant  portion  of  their  re- 
sources to  foster  economic  development  and  social  stabilization  in  de- 
teriorating urban  and  rural  areas. 

•  Calls  upon  universities,  hospitals  and  other  community  institutions  to 
balance  their  legitimate  needs  for  expansion  with  the  needs  and  rights 
of  residents  who  are  affected. 

With  Regard  to  the  Role  of  the  Church: 

•  Affirms  that  the  church  has  a  vital  role  to  play  in  our  society  and  m  the 
world  in  proclaiming,  in  word  and  ministry,  the  ethical  imperative 
that  all  must  have  a  decent  place  to  live. 

•  Affirms  that  the  primary  mission  of  the  church  in  housing  is  with  and 
on  behalf  of  the  poor,  the  elderly  and  the  disabled,  those  who  cannot 
on  their  own  obtain  decent  housing. 

•  Affirms  that  for  the  church  housing  is  not  only  a  matter  of  shelter  but 
also  of  community  and  that  in  our  place  of  residence  as  elsewhere  in 
our  lives,  as  a  servant  people  of  God,  we  share  responsibility  for  our 
neighbors  and  for  the  broader  human  community  which  God  in  Jesus 
has  acted  to  make  whole. 

•  Affirms  that  an  important  and  prophetic  role  of  the  diurch  in  the 
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1980s  wiU  be  to  explore  new  and  creative  models  of  providing  housing 
which  is  moderate  in  cost,  energy  efficient  and  fosters  community 
interaction  and  responsibility. 

•  Affirms  that,  particularly  with  regard  to  ministries  of  advocacy, 
churches  should  make  every  effort  to  work  with  and  through  coali- 
tions and  ecumenical  groups. 

With  Regard  to  the  Role  of  United  Presbyterian  Judicatories: 

•  Urges  all  judicatories  through  existing  or  newly  created  bodies  to  take 
a  new  look  at  the  housing  needs  of  the  poor,  elderly  and  handicapped 
within  their  bounds  and  to  help  meet  those  needs  through  advocacy 
with  government  and  the  private  sector,  direct  development  or 
renovation  of  housing,  or  developing  an  informed  and  sympathetic 
constituency. 

•  Urges  congregations  to: 

—  develop  a  process  of  self-education  in  local  aspects  of  the  housing 
problem; 

—  organize  a  housing  conunittee; 

—  find  and  ally  themselves  with  other  groups  who  are  working  on 
housing,  and  especially  seek  partners  from  communities  in  need 
of  good  housing; 

—  give  assistance  to  the  organizing  of  tenants  in  deteriorating  build- 
mgs  to  press  for  needed  repairs  and  unprovements; 

—  reexamine  zoning  ordinances  and  real  estate  practices  in  their  own 
communities  and  to  take  an  active  part  in  helping  to  do  away  with 
any  discriminatory  practices  which  peremptorily  deny  housing  to 
poor  people  and  minorities; 

—  participate  with  local  coalitions  in  monitoring  the  stance  and  ac- 
tions of  local  governmental  bodies  on  housing  for  low-  and  mod- 
erate-income persons; 

—  have  representatives  attend  conununity  meetings,  meetings  of  city 
councils,  zoning  boards  and  boards  of  conunissioners  when  hous- 
ing matters  are  discussed  and  be  advocates  for  decent  housing  for 
low-  and  moderate-income  people. 

•  Suggests  that  synods  and  presbyteries  highlight  and  study  housing 
needs  and  ministries  in  judicatory  training  events  in  order  to  support 
and  facilitate  the  sharing  of  information  about  housing  ministries  and 
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resources,  and  work  to  develop  in  clergy  and  laity  a  greater  sensitivity 
to  the  problems  of  housing  where  they  live. 

•  Urges  all  judicatories  to  explore  how  their  resources,  including  invest- 
ment funds  and  property,  can  be  creatively  employed  to  support  the 
development  of  decent  housing  and  stable  neighborhoods  for  the 
most  needy  people;  for  example,  by  providing  seed  money  funds  for 
non-profit  sponsors  of  subsidized  housing,  or  assisting  tenant  groups 
which  wish  to  purchase  their  buildings. 

•  Urges  presbyteries  to  distribute  the  paper,  "Lazarus  at  the  Gate"  and 
implement  its  study  in  congregations  and  presbyteries. 

WUh  Regard  to  the  Role  of  the  Program  Agency: 

•  Urges  the  Program  Agency,  by  itself  or  ecumenically,  to  prepare  a 
handbook  for  the  guidance  of  judicatories,  especially  the  local 
church,  in  organizing  a  housing  task  force  and  directing  its  activities. 
The  handbook  could  include  sections  on  organization,  research,  po- 
litical activity,  finances  and  direct  action  programs. 

With  Regard  to  Those  United  Presbyterians  Engaged  in  Housing 
Ministries: 

•  Celebrates  and  affirms  in  conunon  mission  those  United  Presby- 
terians across  the  United  States,  and  those  in  other  countries,  who 
struggle  through  a  variety  of  ministries  to  bring  about  decent  housing 
for  all. 
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RESOURCES 


General 


Conunimity  Assodatioiis  Institute 

303  S.E.  Eads 

Arlington,  VA  22202   (703-548-8600) 

Non-profit  membership  organization.  Provides  consultation  for  housing  devel- 
opment. Write  for  publication  list  and  information. 

National  Association  of  Housing  &  Redeveiopment  Officials  (N AHRO) 

2600  Virginia  Avenue,  N.W. 
Washington,  D.C.  20017   (202-333-2020) 

Publishes  monthly  Journal  of  Housing,  Guides  and  other  publications  relating  to 
housing  and  community  development  issues. 

U.S.  Conference  of  Mayors 

1620  Eye  Street,  N.W. 

Washington,  D.C.  20006   (20^293-7330) 

Pamphlets  and  background  material  on  community  development  and  housing 
programs. 

U.S.  Department  of  Housing  and  UrlMui  Devetopment 

451  Seventh  Street,  S.W. 

Washington,  D.C.  20410   (202-755-6420) 

Publishes  informational  and  technical  material  which  is  available  through  nation- 
al and  district  offices. 
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The  Church  and  Housing 


A  Study  Guide  for  the  Background  Paper  **Lazarus  at  the  Gate.  '* 

Available  from:  Office  of  Community  Development,  The  Program  Agency, 
Room  1244K,  475  Riverside  Drive,  New  York,  NY  10115.  (212)  870-2919.  $.75 
per  copy. 

Exploring  Housing  Ministries 

Church  and  Society  Magazine,  Sept-Oct.  1978,  $1 .00  from:  Presbyterian  Distri- 
bution Service,  475  Riverside  Drive,  New  York,  NY  10115.  (212)  870-2775, 
PDS  #  803-01-785. 

Grapevine 

A  newsletter  published  monthly  by  Joint  Strategy  and  Action  Committee,  Inc., 

475  Riverside  Drive,  New  York,  NY  10115.  (212)  870-3105.  Vol.  10  No.  2,  August 

1978,  "Housing  Miracles."  Vol.  9  No.  3,  October,  1977,  "The  High  Cost  of 

Housing." 

Housing  Costs  and  Housing  Needs 

Edited  by  Alexander  Greendale 'and  Stanley  F.  Knock,  Jr.,  Praeger  Publishers, 
New  York  1976.  A  useful  compilation  of  articles  and  materials  from  a  national 
conference  on  housing  sponsored  by  the  Interreligious  Coalition  for  Housing, 
held  in  Washington,  D.C.,  April  22-24,  1975.  Contains  a  section  on  issues  and 
proposals  and  an  action  guide.  Available  from:  Office  of  Community  Develop- 
ment, Program  Agency,  475  Riverside  Drive,  Room  1244K,  New  York,  NY  10115. 
Price:  $1.50  each. 

Institute  on  the  Church  in  Urban-Industrial  Society  (ICUIS) 

5700  South  Woodlawn 

Chicago,  IL  60637    (312-643-7111) 

Write  for  abstracts  of  recent  books,  periodicals  and  articles  on  housing  and  case 
studies  of  community  action. 

Interreligioos  Coalition  for  Housing 

c/o  Stanley  Knock 

ICH 

1821  Redwood  Terrace,  N.W. 

Washigton,  D.C.  20012   (202-829-7259) 

Sponsors  consultations  and  conferences,  monitors  national  legislation,  publishes 
occasional  papers  and  a  newsletter. 
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Cooperative  Housing 


Nattonal  Assodatioii  of  Hoosiiig  Cooperatives 

1828  L  Street,  N.W. 

Washington,  D.C.  20036   (202-628-6242) 

Information  and  advice  on  cooperative  housing.  Publishes  monthly  newsletter. 

National  Consumer  Cooperative  Bank 

2001  S  Street,  N.W. 

Washington,  D.C.  20009   (202-673-4300) 

Provides  loans  for  development  of  cooperative  projects. 


Discrimination  in  Housing 

Handbook  for  Congregations*  Support  of  Fair  Housing 
Action-reflection  guide  for  congregations.  Includes  biblical/theological  materi- 
als, background  information  and  suggestions  for  action.  Developed  by  the 
Church  and  Society  Committee,  Presbytery  of  the  Western  Reserve,  United  Pres- 
byterian Church  in  the  U.S.A.,  1380  Ontario  St.,  Qeveland,  OH  44113 
(216-241-1776). 
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National  Association  for  tiic  Advancement  of  Coiorad  People  (N AACP) 

1790  Broadway 

New  York.  NY  10019   (212-245-2100) 

Housing  office  can  provide  advice  and  information.  NAACP  branches  in  many 
locations  have  active  housing  committees. 

National  Committee  Against  Discrimination  in  Housing 

Room  410 

1425  H  Street,  N.W. 

Washington,  D.C.  20005    (202-783-8150) 

Provides  information  and  resources  to  address  housing  discrimination  and 
minority  housing  problems.  Publishes  bi-monthly  newsletter  Trends  in  Housing 
($5/year). 

Response  to  Crisis:  A  study  of  Public  Policy  Toward  Neighborhoods  and  Fair 
Housing 

June  1980,  $2.50.  Center  for  Community  Change,  1000  Wisconsin  Avenue,  N.W., 
Washington,  D.C.  20007. 
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Housing  for  the  Eldedy 

Amerioui  AssodatioB  of  Homes  for  the  Aged 

1050  17th  Street.  N.W. 

Washington,  D.C.  20036   (20^296-5960) 

Resource  information  on  elderly  housing.  Publishes  a  bi-weekly  newsletter. 

Intergeneraiional  House-Sharing 

A  feasibility  study  and  resource  manual.  Oaober,  1979.  Available  from  Andnis 

Gerontology  Center,  University  of  Southern  California,  Los  Angeles,  CA  90007 

(213-743-4348). 

Options  for  Living  Arrangements^Housing  Aliematives  for  the  Elderly 

A  housing  manual  to  promote  improved  living  arrangements  for  the  elderly  in  ur- 
ban, suburban  and  rural  areas.  June  1980,  S2.50  per  copy.  National  Council  of 
Jewish  Women,  Task  Force  on  Aging,  15  East  26th  Street,  New  York,  NY  10010. 

Shared  Housing  Resource  Center,  inc. 

6344  Greene  Street 

Philadelphia,  Pa.  19144   (215-848-1220) 

A  national  consulting  service  promoting  intergenerational  housing  atteniatives 
for  older  people. 


Monitoring  Housing  Programs  at  the  Local  Level 

Center  for  Community  Change 

1000  Wisconsin  Avenue 

Washington,  D.C.  20007    (202-338-631()) 

Selected  publications:  Citizens  Guidelines  on  Community  Reinvestment  Act;  Na- 
tional Survey  of  Housing  Abandonment  (in  conjunction  with  National  Urban 
League).  Extensive  information  on  red-lining,  conununity  development,  other  ur- 
ban issues. 

National  Urban  League 

500  East  62nd  Street 

New  York,  NY  10021    (212-310-9000) 

Many  local  Urban  Leagues  have  active  housing  conunittees  and/or  programs. 
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Office  of  Housiiig  and  Monetary  Policy  (AFL-CIO) 

Suite  508 

815  Sixteenth  Street,  N.W. 

Washington.  D.C.  20006   (202-637-5310) 

Selected  publication:  A  Guide  to  HUD  Block  Grant  and  Action  Grant  Programs 
(designed  for  participation  and  monitoring  for  labor  unions,  but  useful  to  other 
groups). 


National  Legislation  and  Government  Programs 

how  Income  Housing  Inf  onnation  Service 

215  Eighth  Street,  N.E. 

Washington,  D.C.  20002   (202-544-2544) 

Semi-monthly  newsletter  on  legislative  and  administrative  actions  relating  to  low- 
income  housing.  Background  on  housing  programs  and  legislation.  Information 
on  other  resources. 
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U.S.  House  of  Representatives 

Sob-Conimittee  on  Housing  &  Community  Development 

2129  Raybum  House  Office  Building 
Washington,  D.C.  20515    (2a^224-3121) 

Committee  on  Banking,  Finance  and  Urban  Affairs:  has  jurisdiction  over  all 
housing  and  community  development  legislation.  Publishes  texts  of  hearings. 

U.S.  House  of  Representatives 

H218  Capital  Building 

Washington,  D.C.  20515    (20^225-2771) 

Committee  on  Appropriations.  Handles  all  funding  for  federal  agencies  and  pro- 
grams. Hearings  on  HUD  budget  are  valuable  source  of  information  on  aU  HUD 
programs. 

U.S.  Senate 

5300  Dirksen  Senate  Office  Building 
Washington.  D.C.  20510   (20^224-3121) 

Committee  on  Banking,  Housing  and  Urban  Affairs.  Handles  all  housing  and 
conmiunity  development  legislation.  Publishes  texts  of  hearings  on  housing  legis- 
lation and  related  issues. 

U.S.  Senate 

1218  Dirksen  Building 

Washington,  D.C.  20510   (20^224-3471) 

Committee  on  Appropriations.  Comparable  to  House  Committee. 


Redlining,  Displacement  and  Reinvestment 

Institude  for  Local  Self-Reliance 

1717  18th  Street.  N.W. 

Washington.  D.C.  20009   (20^232-4108) 

Explores  possibilities  of  urban  communities  becoming  productive,  increasioiA^ 
sdf-radiant  systems,  includingraising  their  own  food,  generating  their  own  energy 
systems,  utilizing  their  "wastes,"  and  directing  their  own  affairs.  Publicatkms 
available  include: //ow  To /^esmnc/i  Your  Local  Bank.  Write  for  publications  Hst. 
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Nattonfll  Assodatioii  of  Neighborhoods 

1651  Fuller  Street,  N.W. 

Washington.  D.C.  20009   (20^332-7766) 

Information  on  conferences  on  neighborhood  organization  and  action,  housing 
displacement  prevention  (workshops,  training).  Call  or  write  for  more  in- 
formation. 


National  Center  for  Urban  Ethnic  Affairs 

1523  O  Street,  N.W. 

Washington,  D.C.  20005   (20^232-3600) 

Research  and  publication  on  local  reinvestment  strategies  and  case  studies.  Publi- 
cations available:  Disclosure  and  Neighborhood  Reinvestment:  A  Citizens  Guide, 
S1.50;  Neighborhood  Reinvestment:  An  Annotated  Bibliogn^fhy,  $1.00. 


National  Ihdning  and  Information  Center 
1123  West  Washington  Boulevard 
Chicago,  IL  60607    (312-243-3035) 

NTIC  provides  a  wide  variety  of  services  in  community  organization  and  neigh- 
borhood development,  mduding  training,  consulting,  and  research.  Publications 
available.  Write  for  more  information  and  publications  list. 


National  Urban  Coalition 

1201  Connecticut  Avenue,  N.W. 
Washington.  D.C.  20036   (202-331-2400) 

Publication:  Displacement:  City  Neighborhoods  in  Transition,  Has  affiliates  in- 
volved in  housing  and  community  development  issues  m  a  number  of  cities. 


Neighborhood  Reinvestment  Corporation 

1700  G  Street.  N.W. 

Washington.  D.C.  20552   (202-377-6815) 

For  information  about  local  Neighborhood  Housing  Services  programs.  These 
programs  provide  assistance  for  a  variety  of  local  housing  efforts  and  promote 
public/private  partnerships  to  meet  housing  needs. 
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New  York  Pablic  Interast  Roeaith  Group  (NYPKG) 

5  Beekman  Street 

New  York,  NY  10038   (212-349-6460) 

Fim-rate  research  and  analysis  on  redlining  in  New  York  Qty.  Loaded  wkh  iiie^ 
information  for  other  cities.  Publication:  Take  the  Money  and  Run!  (JSLtid^mt^kk 
Brooklyn),  $1.00. 

Redlining  and  Urlnm  Reinvestment 

A  CIC  Brief,  November,  1977.  Obtain  from  Interfaith  Center  on  Corporate  Re- 
sponsibility, Room  566,  475  Riverside  Drive,  New  York,  NY  10115 
(21^870-2295).  1-10  copies,  S.60  each. 


Rural  Housing 

Farmers  Home  Administnition 

U.S.  Department  of  Agriculture 
South  Building 
14th  &  Independence,  S.W. 
Washington.  D.C.  20250   (202-447-4323) 

For  rural  areas,  the  agency  with  comprehensive  community  devekipmenl  pro- 
grams is  the  FmHA.  Has  manuals  on  their  programs,  a  listing  of  their  state,  dia- 
trict  and  county  offices  and  regular  mailing  service  to  subscribers. 
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Housing  Assistance  Council 

1025  Vermont  Avenue,  N.W,  Suite  606 
Washington,  D.C.  20005    (202-84^8600) 

Information  and  simple  handbooks  on  rural  housing  programs  and  needs. 

Rural  America 

1346  Connecticut  Avenue,  N.W. 
Washington,  D.C.  20036   (202-659-2800) 

A  national  membership  organization  for  rural  people.  Information  on  rural  hous- 
ing problems  and  programs.  Numerous  publications  on  self-help,  rural  housing 
and  other  rural  issues.  Write  for  publications  list. 
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". . .  The  Lord  your  God, . .  is  not  partial  and  takes  no  bribes.  Heexecutes 

justice  for  the  fatherless  and  the  widow,  and  loves  the  sojourner You 

shall  therefore  lay  up  these  words  of  mine  in  your  heart, . .  you  shall  teach 
them  to  your  children,  talking  of  them  when  you  are  sitting  in  your 

house A  ndyou  shall  write  them  upon  the  doorposts  of  your  house  and 

upon  your  gates. . .  "  (Deuteronomy  10:11,  excerpted). 


Credits: 

Photographs  courtesy  of: 

Met  Council  on  Housing,  N.Y.C.:  pages  22,  32,  42. 

New  York  State  Department  of  Housing  and  Community  Renewal:  pages  8, 

48  (Melissa  Goldsmith);  page  29  (Brooks  Vaughn). 
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THE  RIGHT   ro  A  OLCENl   liUMl 
A  Pastoral  Response  to  the  Crisis  in  Housing 

I.    INTRODUCTION 

1.  Ihc  United  stales  is  in  th«?  fiiiHsl  oi  .1  S'-vjmc  h(;u;in|^ 
crisis.  This  is  a  hroarlnr,  rnorc^  pmrv.isivo  anM  moro  v.omplii  itijcl 
phnnonvMioi)  tfiaii  tho  ciislnnury  pholor.rnphs  dI  urh.tn  sluins  .nid 
rural  shacks  iii(lir.it(».  II  involves*  luorr  pot>pl(\  inoro  fKM^^hhor- 
hoorls  and  romrnunilic^s  llian  was  thoiif»ht  lo  he:  IIh'  ca'.o  ovrn  a 
few  ycais  a^V)  H  h.Mi(  hes  millions  of  poor  fainiliri,  who  livo  in  in- 
human ronrlilions.  hut  it  ,ilso  involves  mriny  micMlcvh»c«>mo  fani 
ilies  whose  ahility  lo  provirle  themselves  with  fle(^»nt  Imusinj:  is 
heinij  painfully  tested,  f^sinj;  eosts  of  sh(?ller.  maintenance  and 
utilities  -as  well  as  high  interest  rales  and  ref;re^sive  projvnty 
taxes-  are  forcinf^  mariy  families  to  livfj  in  inarlecjiiale  hoiisini'  or 
to  do  without  other  l)asic  essentials.  Other  low  and  middle  inr.ome 
families  have  t)een  confined  to  nei^^hhorhoods  v/ithout  adetjuate 
services,  minimal  safety  nr  neressary  rommunity  life. 

2.  I  he  dimensions  of  our  hotisinp  crisis  ,]rn  appcuenl   in  th."^ 
following  statistics: 

-One  of  every  five  famili(^s  in  the  United  Stales  siilfers  frf)rn 
serious  housing:  der)rivation.  Th«7  either  live  in  f)hysically 
inadequate  huildinp,s,  suffer  frr)m  sevre  ov(^rcr(^wflir»n.  or 
spend  an  excessive  propf)rlion  of  their  income  for  shelter.' 

— Houslrif^  costs  have  increased  to  the  point  that  millions  of 
families  cannot  ol)tain  decent  housing  unless  they  deprive 
themselves  of  other  essentials  of  life.  Only  Ji)','.',  of  Amer- 
ican families  can  afford  to  purchase  a  median  priced  n(?w 
home. ' 

—  -4.7  million  housing  units  lack  adequate  plurnhinp  facilities 
and  S  million  families  live  in  overcrowrled  housinp.  ' 

— 80'';,  of  those  with  incomes  under  $r).000  expedience  some 
form  of  h(>usinp  inade(iuacy.  * 

Two  thirds  of  officially  substandard  h()usin(»  is  in  rural  ar'»as 
and  small  towns,' 

~  -II  is  estimated  that  over  ?3.3  million  n;»v/  homes  will  he 
needed  between  1070  and  1080.  yet  housinf<  production 
for  the  first  f|uarler  of  1075  was  at  the  lowest  h^vel  sir^re 
World  War  II.' 

— 40%  of  our  available  housinp,  stock  is  m^re  U>an  30  years 
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old  and  the  accompanying  deterioration  and  abandonment 
are  threatening  many  neight>orhoods/ 

— It  is  authoritatively  estimated  that  13.1  million  American  fam- 
ilies suffer  serious  housing  deprivation.'^ 

3.  Over  25  years  ago,  the  United  States  Congress  declared 
the  housing  policy  of  this  country  to  be  "a  decent  home  in  a 
suitable  living  environment  for  every  American  family.'"'  This 
goal  has  not  been  achieved.  The  harsh  and  frustrating  reality  is 
that  it  certainly  will  not  be  achieved  in  the  near  future  and  may 
never  t>e  achieved  at  all.  This  means  that  millions  of  American 
families  are  condemned  to  live  in  poor  housing  or  in  unsuitable 
environments  unless  dramatic  action  is  taken. 

II.    HOUSING:    A  PASTORAL  IMPERATIVE 
FOR  THE  CHURCH 

4.  In  the  face  of  this  cruel  and  discouraging  condition,  we, 
the  Bishops  of  the  United  States,  cannot  remain  silent.  The  reality 
of  this  housing  crisis  provides  a  challenge  to  our  country  as  we 
approach  the  bicentennial.  In  the  past  200  years  our  nation,  with 
the  abundant  blessing  of  God,  has  overcome  many  other  complex 
problems  and  has  provided  a  standard  of  living  previously  un- 
known to  the  world. 

5.  We  are  not  so  naive  as  to  believe  that  there  are  easy  so- 
lutions to  this  crisis.  The  housing  crisis  is  overwhelming.  It  touch- 
es facets  of  our  economic,  political  and  social  life  that  are  ex- 
tremely complicated.  Any  attempt  to  solve  these  intricate  problems 
can  give  rise  to  petty  self-interest  and  alarming  divisions.  Ad- 
dressing ourselves  to  our  own  people  and  to  the  whole  country, 
we  plead  with  all.  In  t>oth  the  private  and  the  public  sector,  to 
confront  our  housing  crisis  with  the  courage,  conviction  and  talent 
that  have  brought  at>out  our  greatest  achievements  in  the  past. 

6.  As  preachers  of  the  gospel,  we  proclaim  the  message  of 
Jesus  Christ  who  Identifies  Himself  with  the  needs  of  the  least  of 
the  brethren.  The  second  great  commandment  is  to  love  our 
neighbor.  We  cannot  deny  the  crying  needs  for  decent  housing 
experienced  by  the  least  of  the  brethren  in  our  society.  Effective 
love  of  neight>or  involves  concern  for  his  or  her  living  conditions. 

7.  We  t)egin  with  the  recognition  that  decent  liousing  is  a 
right.  Our  Catholic  tradition,  eloquently  expressed  by  f\>pe  John 
XXIir*>  and  Pope  Paul  VI,  '  *  insists  that  shelter  is  one  of  the  t>asic 
rights  of  the  human  person.  The  Second  Vatican  Council  has  said 
with  great  directness:  "There  must  t>e  made  available  to  all  men 
everything  necessary  for  leading  a  life  truly  human,  such  as  food, 
clothing  and  shelter.  .     .*"' 

8.  As  teachers,  pastors  and  leaders,  we  have  the  responsibil- 
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ily  to  .Ktirul.il??  Iho  principl'v-  .iiwl  v.ihjos  Ihil  r/iv.H«  th-t  Churr  Ij's 
concrrn  f<jr  li'Misiiir',.  W«)  |w»li;«vrr  thil  .i.jr.h.  iiiHivnli..;I  {•.•  ••.:/:-  r;  nh 
MihcrtMU  fl.f^riily  mvA  piuj'l'v. »  woflli  !.<:(  :»ii!,"  he.  oi  I:'"  in  -.rf  »lf'<l 
in  \\\r  imrjf";  .hk)  li};«;.i(!r,s  .^f  CjDtl  7-A?  .ii!»o  lit?li<  v  f.if.js  |>i.i  ^on 
*;luuil<l  li.ivf  tij'.'  o|/|M)itiirii»Y  \')  «',»•'"/  liiicl  «liv<l(\p  his  or  h'.?  i  o- 
lonli.il  U)  Ihc  fiilli;;>l  r;<l(  nt  i.';'.f.il»l(v  lliinr»n  Hif.iiilv  -"f'  'i-vr^  Inp- 
inent  .ucr  thnMtcnnd  vAunn.'^'.t  s-k  i.il  ;Mj.f  o<  ont»mi'  \'.,\(.t\  wu 
prison  f.»r  tU'i\\.u\f:  (;(:<»pl«\  W-  f  .ill  •)  i  Ctlholi  ::  vWi.l  .('I  ». it:, ».."';  In 
join  ir;  in  vvorkinj^  .ir.;iin'*.l  Hi'-.f;  'ItMliLilin)'.  loir r., 

9.  tn  parhciil.H,  v*f'  J  il.-?  Ifii.';  opporliinily  to  uW^yi  t.n  >lu' 
ronr..»(Hj(:iic  f'S  of  poor  luuisinp,.  I  h(i  phyr.if  il  .in«l  nfitl  i  iivirori- 
inont  f)l.iy  in  imp(jrlnnt  mlc  rn  forrniru^  nntl  infhhn<  rnj^  lli'»  livf.'S 
of  p(M)plr  Wo  c.ninot  ij;;nor'''  I  ho  PMrihh;  imp.ict  '.»f  '!•  \-,\fV\\nr  .inrJ 
inrf*ft?nl  living  r.ondilions  on  pt'opje's  pcrffplion  <  f  Ihfjnir.clvcs 
and  thoif  iuUirv.  Tho  f)roifM:tion  ai  tho  human  rlifiiily  of  «v«My 
person  anr)  Iho  ri^;hl  to  .»  docrnt  honif  rr-piiro  hoU.  indivifhinl 
action  and  structural   prj|i(  i<?r>  tinfl   pracli-  cr;. 

10.  Our  faith  leac  hnr.  us  that  "the  narth  i**.  th«'  I  ord'r."  (IVsalm 
24)  and  ttiat  wealth  and  private  property  r^rn  tuld  in  lrur»'  for 
others.  W(»  are  trustees  of  God's  c  leation.  an<i  as  j'ixkI  stewards 
we  are  requrrefl  to  c»xercise  tliat  trust  for  th(*  common  rjoof'  and 
benefit  of  our  l^rothers  and  sisters. 

IJ.  The  role  of  those  v»'ho  ov/n  land  oi  otlK^r  wealth  is  oru?  of 
stewardship.  While  the  Church  has  traditionally  rf  r.op^ni/ed  the 
right  to  private  property,  that  rinlit  is  always  SJjbject  to  certain 
limitations. LAs  the  Second  Vatican  Council  pointed  out: 

God  intended  the  earth  and  all  that  it  contains  for  the 
use  of  every  human  heinn  «^'>^'  peoples  .  .  .  Whatc»ver  the 
forms  of  ownership  may  t)e,  as  adapted  to  the  Itr.itimate 
institutions  of  people  according  to  divc^rse  and  chanp/^ 
able  circumstances,  attention  must  always  be  paid  to 
the  universal  purpose  for  which  crr.ited  n^"^<ls  ar<' 
meant.  Ir»  using  them,  therefore,  a  man  should  re^^ird 
his  lawful  possessions  not  merely  as  his  own  but  also 
as  common  properly  in  the  sens(»  that  they  should 
accrue  to  the  bfuiefit  of  not  only  himself  but  ol  nilu^rs.' 

I?.  this  teacliing  is  central  to  a  discussion  of  the  rthical  ni}(\ 
moral  dimensions  of  lire  housmj*.  crisis.  It  imposes  nitijor  rf'.pon 
sibilities  on  tliose  who*,e  land  arui  shelter  rj^sourro^  or  r. tills 
might  help  society  guarantee  the*  right  to  a  decent  home. 

J.^  Ilii.*'.  conc^'pt  of  r.tev/,ird:,hip  must  be.  r'tlf  led  in  "in 
conr»jrn  arid  action  on  hoiisintv  It  nur.t  !»••  prac.li't  I  not  (»;i!v  !./ 
individuals,  !)ul  al.^.o  by  inr.tiiiiiif»ns.  I!i'?  (^hunli  musl  r'VM 
witness  to  this  Im- f(»eshii)  in  \\\()  use.  of  i|v  ^y^,,  y,\  ^\h  v\\  .ui(i 
res(»nr(.e^;.    Jiisl  .is  individii.il  i'>(;pv|ty  Ih)M*-;m.^  .^p    \vniiv(\  \*"  dns 
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principlo.  no  it  mtisl  ho  rnfloctod  in  ptihiic  policy  M  onrh  Invcl  of 
Rovornmoiit. 

M.  Oin  f:onrnrn  is  not  simply  for  hoiisps  or  pror.r.ims  hut 
for  tho  poopid  who  inhnhit  th(;so  ffwollinp,';  or  aip  nffedod  l)y 
Ihfjso  prop.rnms.  Thoso  iiK.luclr  fnrnilios  wIk)^*  attoinpts  to  r.K».'ilo 
a  stnhle  nncl  wholosomo  family  lifo  are  inhihilc;(i  hy  inarlc^iniato 
living  conditions;  proplr  and  parisli  commuriitios  in  iiri^hborhoods 
without  tho  housing  sorvicos  or  community  lifo  which  fostor  love 
and  Christian  sorvico;  thf»  many  olflorly  whose  meap.or  incnmos 
are  ( onsumod  hy  hfnisinp,  maintonanro  costs,  utility  tiills  and 
proporty  taxos;  and  countloss  younp  fan»ilios  who  lack  tho  re- 
sources to  acc^uirc  floront  housing.  The  statistics  wo  cite  aro  not 
simply  numbers  or  points  on  a  Rraph;  thoy  are  individual  human 
tiapodios.  Wo  aro  shocked  l)y  the  pervasiveness  and  deptti  of  our 
hoNsinp  crisis  and  v/hat  ttiis  means  for  our  country  and  our 
people. 

III.    NATIONAL  HOUSING  GOAL 

15.  Wo  affirm  the  national  tiousinp,  poal  first  articulated  in 
1949:  "a  decent  hf)me  and  a  suftal)to  livinj;  environment  for 
every  American  family."  Wo  believe  this  inclusive  pont  is  in  line 
with  the  values  and  principles  we  tiave  already  articulated,  and 
is  a  siiital)le  basis  for  national  policy.  We  take  this  opportunity, 
however,  to  suppest  two  needed  qualifications  of  ttiis  goal.  First, 
decent  tiousinp  must  be  within  the  means  of  each  family.  The  cost 
of  such  a  home  or  apartment  should  not  deprive  the  family  of 
other  essentials.  Secondly,  our  housinp  poal  must  allow  families 
freedom  of  choice  as  to  whore  they  will  live  and  whether  ttiey  will 
rent  or  own  their  homes.  Fqual  housing  opportunity  and  the  possi- 
bility of  home  ownerstiip  for  those  who  desire  it  should  be  Integral 
components  of  our  national  housing  policy. 

16.  As  we  have  already  stated,  this  national  goal  is  far  from 
beinp  realized,  tven  now,  social  and  economic  forces — and  cur- 
rent housinp  policy — make  its  realization  more  and  more  difficult. 
We  are  faced  with  the  cruel  paradox  of  urgent  and  growing  housing 
needs  and  the  inability  of  our  present  system  of  housing  pro- 
duction, delivery  and  financing  to  meet  this  challenge. 

17.  The  achievement  of  this  housing  goal  will  require  a  re- 
ordering of  priorities  and  a  substantial  increase  in  expenditures 
for  housing  and  community  development.  A  realistic  appraisal  of 
our  housing  needs  indicates  that  the  resolution  of  our  present 
crisis  will  be  expensive  and  difficult. 

18.  In  many  ways  the  housing  crisis  is  an  institutional  one, 
reflecting  the  limitations  of  our  political,  economic  and  social 
institutions.  Fffective  action  for  better  housing  will  depend  on  a 
competent  analysis  and  significant  changes  in  the  structures  and 
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p'lluio^  iji.»l  hi  »•  li.  !|  M:(i  f;Mi!*  :"i«l  iii.iihl'Un  .)h;  tin  :.l  lu'i  .i;!:: 
riclivi'p/  '.v  ifMi  Ou(  prr-!ii!  vv  ly  .»*  Iinji"  mij*.  .'Ii'I  liMildin,  Ic  ii!.- 
Mir  •'••'«•'.  *••>(  !•  In. I  iT.-rlf  !•,  l-i«  ir.s. 'hi'if  fi  I  «  •»  |iio!  l-nir. 
Ihf  '*  .iiiiiJirii  I  r.  m  mj|  j'l/  .fi«l  rl'H.Mhl  h.r  «  H  {•;  ■  •  il  ..J  I'l  ili: 
h>  Ihf  I  .'I',  'il  |;f*vi'liri;-  •!•  i«  nl  li>ir.mj'  !•  •»  .11  iMfi  j.-  .'}>li.'  Iht^ 
»l«.ni.»i>  I.  :••.  v.v»  h  r.'f  mvj..  is  |jfr.s«'nl  hwi  ;.i'»vi?)j'.  v»:l  llio 
I'T.pniKU'  ;  ;  (h..Mly  ink),  till;!'!  .  ("o(it!ci.illy  d:-  liv  .Kui  riii'l'IJ!' 
incom*.    [W'.jylo. 

1*'.  Ill'  llDU'lfiJ*  (fi^is  i:;.  nf  f.otirso.  |«ift  ni  ,:  l.l'»'.  r  p.itfffil 
(•f  n.'j  l«'«  !.  It  i:;  ifihicolf  1/  liiil.ci!  If;  olh"r  •".<»(. j.»l  .-nJ  ''^CMMiniic 
pruhi'iiV..  Ifi  ft(J.  (•••oi  liunsiii,':  i'.  ofl'Mi  (;li<\l  •'.  mi  h\\'"  nt 
syni|;h-rn  4  f«.nrr.il  '.'icijil  (Iccriv.Hion.  W»'  '!'>  rnt  hihI'M  i,il '^  Ipto 
.in  in  (IcpUi  ry.jinin  itinn  i'l  tli'»  »o|,ilioriship  hot//' "n  t';!usin»'  -jikI 
fmj>l')vnjiiii.  iiK  omi\  cIik  .ilion.  hcsillh.  <  iirnc.  rii  '  ririiiiKiflnii, 
rfivif'iniiKnt  or  !rr»ii::,pf)rl.'ilio'i.  Howovcr.  vvi'  r»:('j'ni/e  llii'  a 
l,isti[»»t  s«>|ij|i()n  If)  *Mii  hr.iisinn  pr«»i^|orns  will  r'-cjuin  ,i  r.winfire- 
lu'iisivr  .iil;i(:k  f»n  ;i  v.iihly  of  srjuinl  ini!islif:(!S  An  oss*  iilinl 
(litncnsion  of  r.nm|)ifhf^ri!.iv<'  housing'  sfrnlc^i'y  is  .utMin  on  nn'^rn 
ploynuMil  .ind  in.Kl«M|u.itr  inconio.  which  sc-vi  loly  linul  Ihn  .ihilily 
of  f.iinili*':.  to  <K:i|iiir<^  dof.cMil  housing*.  A  f;f)inpn»hrnMvo  response 
to  f>!jr  shi.llcM  n(H!(ls  will  include  more  Ihjn  incr(\isr;(l  hoiir.ing 
prufliirtion  .incl  oliminiilion  of  hlij^ht.  Tf)is  broachn  responsf^  ro 
quirej,  n  serious  nnnlysis  of  economic  and  tax  poh«  ies.  1hf»  tifvil- 
menl  accfirded  nei^hhorhoods  and  rural  areas.  Ihe  use  of  land 
and  resources,  as  well  as  issues  of  environmental  preservation 
and  civil  rif^hts. 

IV.    HOUSING  ISSUES 

'/O  Ouestions  of  Imnsinp  t^\H\  communily  devf:lnpment  are 
exlremely  complex  and  often  fechni<Ml.  They  inv(»lv«^  a  varirly  of 
inter(\sts:  private  enterprise  and  povcrnmenf  parlirip.Ttif>n;  maxi- 
mum production  and  environmental  and  consumer  prf)ter:tion 
r)ee«ls:  increased  hf)using  needs  and  lipjit  l)udf'/ tary  restraints: 
piihlic  interest  and  private  ^*ain;  as  well  as  (juestlf>ns  of  ecpiity 
and  effici*Micy. 

A.     Housing  and  the  Economy 

21.  Ihe  housing;  crisis  arul  proposed  solutions  to  it  are  (>ften 
slated  in  economic  terms,  fhe  present  housiuti  rrisis  itself  is 
often  attrihulefl  to  the  critical  state  of  the  economy  in  a  period 
of  inflation  .uid  recession.  Ilovyever.  ther'*  has  hen  a  serious 
housing:  prf)hlem  for  at  liiast  th(r  last  'Ah  years,  fluiinv.  wliir  f.  we 
liav«'  exp«:rien(  ♦mI  un|)ai.illi^l<'d  pif)SpeMly.  J-iince  Ih**  (»ioli|(Mn  lias 
per  i.h'd  in  tioth  e.ood  ind  l»jd  e» onomii  tim<»..  it  i:.  aj|>.'ffni 
th.M  v/f  '  .inu"!  if»l\'  on  er<>n<iinic  m-fwerv  »!'»fe'  t»-  «ie'"l  our  'w.ns 
inr.   rie'sl:. 

nofn!h'.-l»   .-..    li    is   o|. 71(111  ,    that    runenl    m.  "ir^mH     liih'i 
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cultios  have  groafly  int(*nslficd  housing  problems.  For  example. 
(kiririR  the  recent  recession,  housing  production  has  been  approxi 
mately  one  half  of  the  annual  need  of  over  2.3  million  units. '^ 
At  this  level  of  production,  almost  no  housing  for  the  poor  is 
being  constructed,  f^ecession,  inflation  and  monetary  policies 
have  combined  to  leave  the  housing  industry  in  a  lamentable  con 
dition.  The  recent  steep  decline  in  housing  production  was  the 
fifth  and  sharpest  in  the  last  20  years.  This  situation  is  par 
ticularly  ominous  for  low-income  families  and  apartment  dwellers 
since  the  production  of  multi-family  developments  Is  even  lower. 
Recent  economic  projections  show  some  signs  of  hope,  but  even 
the  most  optimistic  forecasters  predict  a  level  of  housing  starts 
well  below  our  requirement. 

23.  Another  serious  factor  in  our  current  difficulties  is  the 
devastating  impact  of  inflation.  Rising  construction  costs,  high  in- 
terest rates  and  increasing  utility  bills  have  combined  to  make 
decent  housing  an  unrealizable  goal  for  many  families.  Studies 
indicate  that  85%  of  American  families  cannot  afford  to  purchase 
the  median  priced  new  home.''  The  price  of  that  median  home 
rose  from  $23,400  in  1970  to  $39,900  In  May  of  1975."'  An 
income  of  $21,170  is  needed  to  support  the  median-priced  ex- 
isting home.''  Declining  production,  shrinking  real  inconf>e  and 
the  tendency  of  builders  to  produce  higher  priced  homes  have 
severely  limited  the  number  of  new  homes  available  to  middle-  and 
moderate  income  families.  Low-income  people  face  even  bleaker 
prospects.  Their  rents  and  utility  costs  are  climbing,  yet  they  have 
virtually  no  place  to  go. 

24.  Another  important  economic  factor  is  the  availability  and 
cost  of  housing  credit.  High  interest  rates  substantially  increase 
the  cost  of  housing  and  often  lead  to  a  downturn  in  housing  pro- 
duction. For  example,  the  increase  in  the  cost  of  buying  a  $25,000 
home  at  10%  interest  rather  than  6%  is  $19,800  over  the  life  of 
a  25  year  mortgage.'"  National  monetary  policy  must  insure  an 
adequate  supply  of  affordable  credit  for  socially  desirable  pur- 
poses such  as  housing. 

25.  The  number.  Intensity  and  durability  of  these  economic 
downturns  in  housing  point  out  the  necessity  for  fresh  approaches. 
More  efficient  use  of  land  and  materials  must  be  sought  through 
the  use  of  attached  dwellings,  planned  unit  developments  and 
other  innovations. 

26.  The  focus  of  the  housing  crisis  Is  shifting  from  problems 
associated  witli  the  condition  of  the  structure  to  problems  asso- 
ciated with  the  cosf  of  housing.  It  is  not  that  the  problem  of  sub- 
standard housing  has  been  solved,  although  progress  has  been 
made.  Rather,  the  impact  of  economic  factors  has  become  so 
great  that  they  must  now  become  the  central  focus  of  efforts  to 
remedy  our  housing  problems. 
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loundiii:     ciiviroiHiit.nl     ('ily   '.?:ivi(.(;r>.    cHiK.ili'Mi.   ronun'milv   ( o 
ho^ivfjpf':*:;.  ';.if«Mv.  fovoriHTK'nl   ff!r.|.)(jjr.iv()n(^r.s.  .tii.l  li'  ilion  poli 
c.i(»s  ,ir»'  r.rilir.il  (.)•  tors  in  llio  crrnlion  ;ind  minnt'.Ji.inrr  o|  der*^nt 
h(iiioinf. 

r*8.  In  our  vif^w,  Ihe  Kcv  fUMimnt  In  »hr  »l«:frjr!ornlifin  u:U'in 
cinvironhKiiil  is  tho  (<(>cliMii  of  neif'.hhnrli(M)cl'..  In  llv»  past,  tlut 
nripjihnrliofvl  has  pihiyrid  i\  crili- .il  rolo  in  tin?  lives  of  ils  rosifionls. 
More  rf»».onlly,  n9.i{.'.hh«»rhoofls  hrivo  lor.l  som ^  of  Ihfir  influence 
and  irnporlanro.  Ccnliali/od  (l»M:isionmiikinp„  r^uhurban  nilnrnlinn, 
dolr^rior.itinf;  city  soivires  and  tho  loss  of  ethnir  idcniity  have  r.on- 
trihulc'd  to  this  dnclino  and  resulted  in  l»*ss  rrsponsibility  for  local 
concerns  A  psychological  and  physical  process  of  abandonment 
has  set  in.  and  fewer  resources  and  people  ha^'e  be^^i  available 
to  assist  nei^bborhoods  in  combating  blight  and  indiffeience. 

29.  Our  cities  are  composites  of  smaller  communities.  Slron?» 
neightjorhoods  are  the  cornerstone  of  strong  cities,  and  decent 
housing  is  a  critical  factor  in  tlu?  survival  and  viability  c»f  neighbor 
hoods. 

30.  V^e  applaud  the  renewed  interest  in  n'Mghbortioods  by 
those  who  live  in  them  an(t  govern  them.  The  neighl)orhoorl  is  tlic 
most  logical  basis  for  a  positive  housing  policy.  We  hope  that 
recognition  of  this  fact  will  be  translated  into  policies  and  provide 
neighborhoofJs  with  the  tools  and  resources  no(  essary  to  survive. 
The  local  parish  has  a  critical  role  to  play  in  the  revitalization  of 
neighborhocKls.  Effective  use  of  revenue  sharing  and  community 
development  funds  can  be  a  step  in  promoting  neighl)orhood  re- 
covery. 

C.    Disinvestment 

31.  We  are  particularly  concerned  about  the  ainindant  ovi- 
dence  of  "red  lining"  or  disinvestment.  This  Is  the  practice  by 
which  financial  institutions  deny  or  restrict  mortgage  and  home  im- 
provement loans  in  particular  areas.  This  practice  often  tiecomes  a 
self  fulfilling  prophecy  leading  to  the  rapid  decline  of  a  nelghl)or- 
hood  or  community.  Where  it  exists  it  must  be  condemned;  dis- 
crimination liased  on  geography  is  as  destructive  as  other  forms 
of  discrimination.  We  must  if>sure  fair  and  e(|nal  acc''sr>  to  avail 
able  credit 

3?.  W«;  urge  banks  and  savings  and  loan  associations  to  mrv^t 
their  responsibilities  in  central  city  areas.  Wr  commend  financial 
Institutions  which  have  chosen  to  Intensify  programs  of  inveslm»»nt 
in  tliese  neighborhoods.  We  support  the  principle  of  disclosure 
of  lending  fiattorns  Savers  and  consumers  an*  entitled  to  inff)r 
mat  Ion  al)out  the  lending  prcU  tices  and  patterns  of  the  Inrtltutions 
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sneking  thoir  business.  We  also  iirgo  individual  depositors  and 
Ihoso  responsible  for  Church  funds  to  encourage  a  responsible 
and  sensitive  lending  policy  on  Ihe  part  of  the  financial  institu 
tlons  which  they  patronize. 

D.    Racial  and  Economic  Segregation 

33.  There  are  disturbing  signs  of  increased  racial  and  eco- 
nomic segregation  in  urban  areas.  We  deplore  discrimination, 
still  present  in  our  society,  against  persons  because  of  their 
race,  economic  status,  sex,  or  religion.  Such  attitudes  contradict 
the  Christian  belief  in  the  equality  and  inherent  dignity  of  at! 
people  and  they  must  be  opposed. 

34.  Central  cities  are  Increasingly  becoming  islands  of  eco- 
nomic hardship  populated  by  the  elderly,  racial  and  ethnic  minori- 
ties and  the  working  poor.  The  eroding  tax  base  of  cities  follows 
the  trend  of  suburban  migration.  Exclusionary  zoning  continues 
as  a  major  factor  which  limits  housing  opportunities  for  low  and 
middle  income  families  and  minority  persons  in  suburban  areas. 
In  addition  to  these  economic  hurdles,  many  persons  still  find 
their  housing  choice  limited  by  discriminatory  practices  in  the 
sale  or  rental  of  housing.  Suburban  communities  must  recognize 
and  act  on  their  responsibilities  without  utilizing  improper  zoning. 
overly  rigid  building  codes,  onerous  referendum  requirements,  or 
other  barriers  to  avoid  contact  with  the  less  affluent. 

35.  Continued  vigilance  is  necessary  in  the  struggle  to  ex- 
pand equal  housing  opportunity.  We  take  this  occasion  to  renew 
our  support,  expressed  in  1966,  for: 

Sound  programs  to  assure  equal  housing  opportunities 
for  all,  without  discrimination  of  race,  creed  or  color. 
Here  is  a  unique  chance  for  responsible  dialogue,  for 
learning  from  successes  and  failures  and  thus  con- 
structing harmonious  communities  in  every  part  of  the 
nation.''' 

36.  The  uniqueness  of  neighborhoods  and  diversity  of  com- 
munities are  healthy  signs.  We  have  a  pastoral  responsibility  to 
respond  creatively  to  questions  of  ethnicity  and  race.  Positive 
ethnic  identity,  whether  it  be  Black  American.  Hispanic-American, 
Irish  American.  Italian-American,  or  any  other,  recognizes  the 
worth  of  the  individual  and  respects  his  or  her  particular  cultural 
heritage  and  lifestyle. 

37.  However,  heightened  awareness  of  ethnic  background 
cannot  be  allowed  to  lead  to  exclusionary  practices  or  intergroup 
competition.  Rather,  a  healthy  sense  of  cultural  pluralism  should 
lead  to  a  greater  ability  to  interact  with  neight)ors  of  different 
backgrounds  in  a  positive  way. 
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*/V  ll.r  fi'Mivi;);'  (  rr.i*.  i  ti|l"i;  Ilii)i0:lu  .«•  .•  •  .  i'-U'W.'  >  \rt^\' 
nil»in  iT'jIflf.n  Ihi-  HUM  <}!M.'|:liMM  h,i:-  I'till'i  i,-  :«ii:  .iim.il'? 
rnris.'.jii.  ;)<  i-s  loi  nn  ll  (j.rKpjr:  A;  •  nrcliiir.  I«  •  !')/<  1  •  .•:,ir  ^;..ifrt', 
?il)'\,  ()(  ''.Mi  .li*  .in.,  iiv't'  n.'il  iclf*  rncnrc^pnlil.ui  ..m-' ..  .''.  !!i  :  '.irif? 
linn:.  <i\f'i  GO*;,,  •>(  ull  ov(;r<:r'.»v;f|<:(I  hoii  ti-.r  <m  iiiji*-  ./iJhoii* 
phrmhmf  .irt?  in  ru;.il  ;if»Mr-  .ukI  Mn  jII  Ifjvvn*.  Ih  liiUfiJi'  f.ri  .1'. 
i:,  .it  If  »'.i  ,15..  r.<.v<'r<'  ill  tiir  »l  «n<Ms  .is  in  ii!l'.:n  '.rMl- ;s. 

^0.  Ill*'  housinr.  (l«:livf:v  ^^V^'*'in  is  iM.)fl('<pj.i!<  id  m  nr/  'mwMI 
l(»..vnr.  .iri.I  iiir  il  .irc^iis.  Alinor.l  lulf  (;f  .ill  iinnl  r<M;iii;/.'-  Ir'"»«  n) 
pnlilic  h'n.isin,",  /ijirncy.  In  .iMdilion.  ninnv  riM.il  irri;.  ?|(;  i!-!  h.:vo 
r.nlfici*  fil  (  (nr;!ri]rtion  or  fiiMnr.i;il  in  >1ilijt«on\  whi(  h  i\\,'\i-  }.riv;il' 
(l"Vf|r)|)nif'nt  h' isihliv  Whil*'  soni"  \)tnvji':\".  his  !'•: -n  ni  rl'\  (lis 
l»riritio:i  n.-nhiin. 

41.  l.(:(jnoini(*  f.iclnf:,  .il:;o  u  roiinl  fen  widr  .f.rr.id  lionsiiif 
(If'priv.ilion  in  rur.il  tHf.Ms  \\\r  rjp  bi»lxf/'»(Mi  iKiir.inp.  rn-.\'  ind 
incDnic  is  ov*:n  wiflor  in  mrnl  r  ninrnunili^s  ihin  in  r.ili'  s.  Only 
ono  rinil  f.iinily  in  twonty  r  .in  jflnrd  IIh*  ni*  di  m  ()ri(f'd  ru^wlv 
(:on:,fru(  lod  homo.  In  icccnl  yi  iis.  onc-lhird  o|  ,>H  nrvv  hcMfsinr 
unils  in  ruml  .iron.s  hdvo  !>»  (in  nmhilo  h'-inos 

A?.  I  hp  'iimpio  f;irt  is  Ihnl  neithci  rnr.v  pfv^[>le  nor  riir-il 
cnnimiinitios  hnvo  the  rrsoijicn^  to  solv(^  Ih^ir  hoiiMnj'.  pr')l)lrnj". 
withoiil  outsido  .r  sislinrc  M  is  rlo.ir  Ih.il  Ion  oi'trn  nr«linn.»l 
fionsinr,  policy  h«is  nr^'Jnctirl  nn.il  ^ircns. 

F .     Sprrial  NnrcK 

43.  Sovof,il  i^roups  in  our  society  hive  (♦.irlirnlirlv  'ovcio 
housing:  piohli?ms.  l\\o  poor  suflnr  disproporlion.it»^ly  in  I  his  rr. 
p..irfl.  I  lu?y  hick  the?  inronif*  nnd  oconoinic^  rt^sonrcns  l«)  .ifwjiiirc 
;ind  ni;iinlnin  adccjunto  hoiisinr.  I?i?lnn  ronts  jnd  utility  r ost",.  ;is 
woll  .IS  n  doclinr*  in  IIh]  rivnihihility  of  low  cnsi  hoiisinf..  hnvr 
intonsific  (i  thf^ir  prf)hlcnis.  I V)iii  oni  of  five  fnmili'^-;  with  incornor. 
holow  !fl),()0n  suitor  somo  form  f»f  housini;  doprivition.  ' 

AA.  Mnny  oldorly  p(.'(»f»lo  h.iv»»  spori.il  lioii.inp.  piohlcinis  ro 
suiting,  in  p.irl  from  thoir  small  fixed  iiucimcs,  j'lov'inf*  isol.dion, 
rising  property  t,ix(.»s  .'ind  lioni  ir»)'  mnnlcn.ui' ♦■  'isl*.  fJo"/  .ip 
pro.iches  to  honsin;;  in.iinlen.iiif  <♦  .ind  he  ilth  cu-'  rur?  n"ed'*fl  to 
en.'ihle  Ihe  elijeily  In  rrMiiriin  in  th'if  own  tfiiK-s  .M\f^  «  I'fnfujnili'.r. 
f'rf'SenI  |'ov«'»iirnr'ni  h"nsiiie  prnjr.inis  |o;  the  elfl'il"  rl-.  not  l»"«'ifi 
\n  ni'M'l  Ih"  nerd  A  K^rcnt  Mn*.oy  ,,|  f.  ilo.  ,1  h«  n'.ini'  let  thr 
♦  jdi-rlv  fcvilerl  II' if.   lor  ♦••.'«*»■/  ••.*'iii(>r   ci'''*<i  •'>    •o    jo  •■'•"•''»'   f'>' 
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the  eldorly,  Ihnre  is  another  on  a  waiting  list  for  such  an  apart- 
ment. Tlie  average  waiting  time  is  over  twenty  monltis. '' 

45.  Migrant  farmworkers  also  suffer  serious  housing  deficien- 
cies. Their  high  mobility,  low  income  and  regular  periods  of  un- 
employment seriously  hamper  their  efforts  to  obtain  decent 
shelter.  The  housing  available  in  migrant  farm  labor  camps  is 
often  deplorable,  yet  effective  enforcement  of  housing  standards 
is  rare. 

46.  The  high  levels  of  poverty  and  unemployment  among 
Native  Americans  in  both  rural  and  urban  areas  have  seriously 
affected  their  ability  to  acquire  good  housing.  On  Indian  reserve 
tions  the  problems  are  particularly  severe.  Two-thirds  of  the 
housing  on  reservations  either  lacks  adequate  plumbing  or  is 
overcrowded.  Most  lending  institutions  are  reluctant  to  make  loans 
to  Native  Americans  whose  reservation  land  is  held  in  Federal 
trust.  In  addition,  housing  assistance  is  often  caught  in  the 
bureaucratic  maze  surrounding  the  provision  of  services  on  Indian 
reservations. 

47.  People  with   physical    handicaps   often   experience   diffi 
culty  in  obtaining  suitable  housing  at  a  cost  they  can  afford.  The 
planning  and  construction  of  housing  often  restrict   it   to  able 
bodied  people.  Architectural  barriers  are  often  put  in  the  way  of 
handicapped  people   in  conventional   housing  as  well   as   public 
buildings  and  accommodations. 

48.  ftousing  policy  must  be  more  sensitive  to  the  needs  of 
these  particular  groups,  whose  problems  have  too  often  l)ecn 
neglected  or  intensified  by  past  housing  practices. 

G.    Housing  Stock 

49.  The  existing  housing  stock  of  nearly  70  million  units  is 
perhaps  the  largest  single  component  of  our  national  wealth. 
According  to  the  1970  Census,  27.4  million  of  these  units  are 
more  than  30  years  old.  We  must  act  now  to  preserve  and  main- 
tain this  valuable  resource  or  it  will  be  abandoned  and  lost  to  us. 

50.  Too  often  older  housing  has  t>een  allowed  to  simply 
deteriorate.  Conservation  of  existing  housing  must  be  en- 
couraged by  modifying  tax  and  fiscal  policies  which  penalize 
those  who  seek  to  maintain  and  rehabilitate  existing  housing. 
These  approaches  can  help  preserve  part  of  our  housing  supply 
and  prevent  the  destruction  and  large-scale  displacement  of 
people  which  marked  earlier  urban  renewal  efforts. 

51.  Rehabilitation  and  housing  maintenance  programs  which 
are  innovative,  imaginative  and  economically  feasible  shouk)  be 
encouraged  and  implemented.  The  preservation  of  existing 
housing  is  an  essential  and  economical  approach  to  meeting  our 
housing  goal. 
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H.    The  Resource  of  Lanci 

52.  There  is  increasing  awareness  of  the  hmitations  of  land 
and  resources  and  the  implications  of  these  limitations  on  efforts 
to  house  our  citizens.  Since  only  a  fixed  amount  of  land  is  avail 
able  and  housing  needs  are  growing,  legitimate  questions  may 
be  raised  regarding  the  amount  of  land  a  person  owns,  the 
manner  in  which  Ihat  land  is  used  and  regulation  of  land  owner- 
ship by  society. 

53.  The  principle  of  stewardship  discussed  earlier  has  spe- 
cific application  to  this  question.  As  Pope  Paul  said  in  Populorum 
Progressio: 

.  .  .  Private  property  does  not  constitute  for  anyone  an 
absolute  and  unconditional  right.  No  one  is  justified  in 
keeping  for  his  exclusive  use  what  he  does  not  need, 
when  others  lack  necessities.  In  a  word,  according  to 
the  traditional  doctrine,  as  found  in  the  Fathers  of  the 
Church,  and  the  great  theologians,  "the  right  to  prop 
erty  must  never  be  exercised  to  the  detriment  of  the 
common  good."^' 

54.  Land  speculation  is  a  particularly  vexing  problem.  Where 
basic  human  rights  are  concerned,  one  person  simply  must  not 
take  an  unreasonable  gain  at  the  expense  of  another.  Huge  in- 
creases in  the  cost  of  land,  resulting  in  part  from  such  specula- 
tion, seriously  impair  efforts  to  provide  affordable  housing  to 
people  of  low-  and  moderate- income. 

55.  The  demand  for  land  to  meet  a  variety  of  competing 
growth  needs,  such  as  urban  expansion,  highway  and  mineral 
development,  parks  and  recreation,  is  forcing  upon  us  difficult 
decisions  with  respect  to  the  use  and  control  of  our  land  re- 
sources. These  decisions  can  no  longer  t>e  left  to  the  private 
market  alone  to  resolve.  Since  land  use  decisions  are  character- 
istically irreversible  and  hold  consequences  for  the  nation  as  a 
whole,  they  should  be  opened  to  some  degree  of  public  participa- 
tion.  Legislation  is  urgently  needed  to  facilitate  such  participation. 

V.    GOVERNMENTAL  HOUSING  ACTIVITY 

56.  The  federal  government  has  for  decades  exerted  a 
major  influence  upon  the  production  and  consumption  of  housing. 
Its  involvement  in  the  housing  field  is  intricate  and  tangled, 
including  economic  and  taxation  policies,  regulation  of  mortgage 
financing,  as  well  as  provision  of  housing  subsidies. 

57.  Since  decent  housing  is  a  human  right,  its  provision  In- 
volves a  public  responsibility.  The  magnitude  of  our  housing 
crisis  requires  a  massive  commitment  of  resources  and  energy. 
Government    must    supplement    and    regulate    {\\e    activities    of 
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Vi'Mff'  iii'hvidii.jh.  'Hul  iiir.Mluliorr";  in  orrlor  \n  ;irhif)vr  orir 
hoir;in!;  j'/mIs.  A  (  r'v'ilivf  p.ir  Iiwm '.liip  of  (.•rr/iilf:  r-nlft  pi  isc  .irwl 
^•<>vrnMin''i>l  i^.  ncr  (".s.if y.  Tiihlif  :ir/»nM"».  Imv  .»  pnrfi'.ul.ir 
rf*',p«iiisi!M|i|y  to  ;iifl  Ihu:;'^  ifi  ihm*'!  .>•;  wll  -i:;  lo  t)Vf»rr;(.'(:  Ihf 
r|f-/('|rtpriH  nf  nf  .1  cninpr ^'Ih  f K'.ivo  liruMfij-  irif)  f:.)iiinnmity  fl" 
v<  Inpnriit    I  fili(.y. 

f'8  I  r.'';)l  ;ifirl  idoiu  t-iry  pf)lif  y  h.r;  n  Morninnnf  influcMirr  f>n 
hnii'.inji  (h(»  ri'.f*  ;n)r|  [,ill  of  infl.ilidn.  rirjploynv.nt  ni)(i  prf>rhK:- 
livity  .uf  folt  t(»  n  pronoiifir.fvl  dnpjro  in  tho  housin^^  in;«ik.*t. 
Moncit.iry  policy,  tho  nv.ul.ihility  pinrl  r.ilc*  of  rrc^dit  nro  likewise 
f  rili«:;)l  f.ictorr.  in  tin*  '^yi,t<Mn  of  fioijsinr.  pro«lu(  tion  anri  fon- 
snrnplion. 

')')  f^nyonfl  these  bronrl  c^connnnc  p(»lir.if»s  the*  foderal  fovfrn 
MH  ril  nHli/*»r»  two  bn^'.ic  apf)ro;»chns  in  housing:  indirect  sul)SJdi(-'S 
lo  hofpnownors  tfirf)np,h  tho  tjx  system  nrut  direct  subsidi*^-.  to 
f)roflijrefs  nnd  consumers  of  housinp,. 

A.     Indirect  Action 

GO.  Infhr«^ct  lionsinp  snl)sidies  tljronp.li  tite  tnx  system  rn'ike 
iif)  tlu'  lnrn(»r.t  shnrr*  of  federal  hoirsinf^  activity.  In  1972.  federal 
lionsinp,  expenditures  and  tax  subsidies  rose  to  a  level  of  $15 
liillion  of  Vv'hifrh  only  $?.5  !)lllion  went  for  direct  hr»usinR  subsidy 
programs.  This  indirect  tax  subsidy  consists  primarily  of  the 
ftodurtion  of  rnorlpap,f»  interest  and  profxuty  taxes  by  home 
o'.vrjprr,.  It  i:;  'v.tirnat^d  that  this  deduction  alone  will  cost  $1  1.3 
billion  in  10/b. 

()1.  The  higher  a  person's  Income,  the  more  likely  it  is  that 
fie  v/ill  t^e  entithid  to  this  kirrrl  of  subsidy,  and  the  hlpher  the 
•>ubsidy  is  likr»ly  to  be.  '  In  107?.  less  than  5%'  of  the  taxpayers 
with  incomes  lielow  $5,000  were  entitled  to  this  kind  of  subsidy. 
ns  apainst  nu>rp  than  80";,  of  all  taxpayers  with  Incomes  above 
$.^0,000.        fliis  menus: 

- — f-f>iir  out  of  five  households  with  incomes  over  $?(),000 
recfMvefl   housinp,   sirbsirlies   throuph   the  tax   systems. 

- — Only  one  out  of  ?0  households  with  incomes  below  $b,000 
rr^ceived  this  form  nf  housinp,  subsidy. 

In  addition,  it  is  estimated  that  in   107G:  ' 

--The  \'/U  of  the  population  with  inroiTies  over  $50,000  will 
r"f  »MVP  mof(^  thcHi  10';.,  of  both  dire(  I  and  mdirect  housini; 
subsidic»s  (an  pstinialefl  $1.4  l)lllion  in   1976). 

—  I  he  H"<,  of  the  population  with  irienmes  below  $  i.OOO  will 
rer.eive  less  than  /"<.  of  eitlKM  diirM  t  or  indirect  iKujsinp. 
subsidies  ($0.0  billion) 
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62.  We  do  not  quarrel  with  the  objectivos  of  those  pohcies. 
The  use  of  tax  incentives  to  achieve  desirable  social  pjoals  (i.e.. 
home  ownership)  can  be  appropriate,  but  it  inevitably  raises 
questions  of  equity  which  must  be  addtesscd  throuf^h  public 
policy. 

B.    Direct  Housing  Programs 

63.  Since  the  1930s  the  federal  government  has  used  seven 
basic  approaches  to  provide  more  direct  forms  of  assistance  to 
builders  and  consumers  of  housing. 

1)  Mortgage  insurance,  begun  during  the  Great  Depression, 
enabled  millions  of  middle-income  families  to  buy  homes 
with  long-term,  low  down  payment  mortgages. 

2)  Insurance  of  bank  deposits  and  purchase  of  mortgages 
from  private  Institutions — sometimes  with  a  subsidy  have 
provided  a  flow  of  credit  into  housing  and  sustained  con- 
struction during  periods  of  tight  money. 

3)  Low  interest  rates  for  rental  and  sales  housing  have  been 
direct  subsidy  programs  since  1968.  Under  these  pro 
grams,  the  federal  government  can  reduce  interest  costs, 
thus  substantially  lowering  the  monthly  cost  to  the  con- 
sumer. 

4)  Public  housing  is  the  oldest  direct  housing  subsidy  pro- 
gram. Begun  in  1937,  it  provides  for  building,  buying,  or 
renting  housing  by  local  housing  authorities.  Over  one 
million  public  housing  units  are  occupied  primarily  by 
families  with  incomes  below  $4,000. 

5)  Block  grants  recently  have  been  made  available  to  assist 
local  communities  in  their  efforts  to  provide  adequate 
community  development. 

6)  Housing  assistance  payments  to  families  and  individuals 
are  currently  being  tested  as  a  new  approach  to  the  housing 
problems  of  low  income  people. 

7)  Large-scale  leasing  of  housing  units  is  a  relatively  new  and 
untested  approach  to  assist  low-income  people  in  gaining 
decent  housing. 

64.  The  Department  of  Housing  and  Urban  Development 
(HUD)  is  responsible  for  administering  a  variety  of  programs  in 
metropolitan  areas  across  the  country.  The  Farmer's  Home 
Administration  serves  rural  areas  with  direct  lending  and  other 
programs.  In  the  past,  many  of  these  -federal  programs  were 
designed  to  encourage  the  participation  of  non-profit  housing 
development  corporations.  A  large  numljer  of  these  have  been 
established  by  religious  organizations  or  community  groups. 
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C)b.  Ciirronllv.  \\w  fc^rlfNnl  jiov<Mfiinrril  rclifs  .ilrnosJ  (?xrli!*;ivp|y 
()ii  il".  Ip.isc^cI  lK>ij*;irM:  f)»oj»r.irn  \n  rn(Mt  n.itit^nnl  li(iifr»in;;  ii»*cfls 
I  his  is  not  nivn\f\\].  flu*  housing  crisis  rr<'|iiir«?s  ^i  v;iric»»y  of 
tools  r(»S|)«Misivc  tu  thf?  m;iny  ftinu^nsioiis  of  Imjummj'.  im:»»I.  No 
sinplo  prof^r.'irTi  will  hfj  tlv*  nnswcM.  t'lo^j.ims  whirh  niijitii  Ih» 
irnfirovcMl  nrut  usorl  ;)s  cffrctivo  vnhirirs  for  tlio  prc)fliirlinii  of 
hoiisinf;  should  not  hr  .ihnndonrrt  I  ho  rountry  novels  ^\  linn 
(ornrnitrnont  hy  the  f(Mtcr;il  povcinnuMit  to  niooA  our  iioiisinp. 
nonl.  Tho  .'inofirios  rharffirl  witti  this  fluty  must  movo  fofr(»(iilly 
nnfl  rrntivoly  to  mo«:t  thoir  rosfionsihilitif^s.  Aflrf|ii;ito  liiiirls 
:)n(\  «i(lminislrnlivo  stnff  must  l)o  rnnfto  »^vfiilal>lo  to  thoni  fho 
froo  ni.irkot,  iictin^  alono,  cannot  supply  a  sufficient  (|ua(itity  of 
low-  and  niodorato  incorn*^  housing  to  nmol  our  ntjods.  A  ru»w 
comrnilmrnt  of  will  and  rosourcc>s  is  n(M}f|(?d  if  wo  arc  to  nMko 
pro^^ross  in  providinf^  "a  docont  homo  and  suital)lo  livinp,  en- 
vironmont"  for  all  Arnoricans. 

C.    Local  and  State  Activity 

GG.  I.oral  j»ov(?rnmonts  control  housing  dr^volopniont  throuj^h 
zoninp  anrt  liuildinf^  codos  and  I  ho  provision  of  such  conirniinity 
facilities  as  stroots  or  roads,  wator,  sowors.  schools  and  hoaltfi 
and  locroation  rontors.  Many  cornmunitic»s  with  oldor  housinj» 
also  havo  lK>usinR  codos  which  sot  hasi(  standuds  for  all  oxist- 
inn  housing. 

67.  Unfortunately,  on  sonio  occasions  thoso  local  controls 
tiavo  boon  usod  to  oxcludo  rninoritios  and  tho  loss  affluoiil  from 
coinmuniilios  and  to  ovado  common  rosponslbilitlos  for  housing 
and  community  dovelopmont.  On  a  moro  positive  note,  however, 
many  communities  havo  initiated  housinp  rotiabllitalion  and  con- 
struction t)rf)f;:rams  aimoct  at  providinj^  adof|uato  liousing  al  costs 
which  low    and  middle-income  people  can  afford. 

68.  Rrcontly.  many  state  f^ovornmonls  have  set  up  housing 
finance  ar.encios  or  departments  of  community  affairs.  They  assist 
local  communities  with  advice  and  rcjsources.  sometimes  pro- 
viding financial  assistance  and  often  usiriR  federal  subsidy  pro 
prams  to  help  local  prcjups. 

60.  Itif^sf*  l(Hal  and  stale  efforts  to  provirle  Rrealer  hr)usinR 
op|)orlimitios  for  all  our  pcfople  are  oncouiaRing  and  shoulrl  t>o 
expanded  Wo  urj'.o  state  and  lof;al  Rovornments  to  develop  sensi- 
tive* and  responsible  policies  roRardiiiR  land  use  anri  /oning  dis 
putos.  We  also  hopr»  local  Rovernmenis  will  use  their  new  com 
munity  dovolopmf»nt  funds  to  assist  \\\v  victims  of  linusinR  rlcpri 
vat  ion. 

VI.     THE  ROLE  OF  THE  CATHOLIC  COMMUNITY 

70       The  Catholic  community  lias  a  responsibility  to  art  efI'M- 
tivf»lv  to  help  mrrot  thf*  needs  of  thc)se  who  l.u  k  ado'|uate  housinf!- 
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We  must  confess  that  we  have  not  done  all  we  could.  It  is  not 
enough  for  us  to  point  to  the  reality  of  poor  liousin^^  and  recom- 
mend that  government  and  other  institutions  take  appropriate 
action.  We  must  also  reflect  on  our  own  responsibilities  and  op- 
portunities for  action.  We  call  on  individual  Catholics,  dioceses 
and  parishes,  as  well  as  other  Catholic  organizations,  to  join  us  in 
a  new  commitment  to  those  who  suffer  from  poor  housing. 

71.  The  Church  alone  cannot  provide  a  significant  quantitative 
answer  to  the  cries  for  better  housing.  This  is  not  its  specific 
role,  nor  does  it  have  the  financial  and  technical  resources  to 
build  all  the  required  homes.  However,  it  is  our  responsibility  to 
proclaim  the  Gospel  of  Jesus  Christ  and  its  implications  for  our 
society.  We  must  analyze  in  a  competent  and  critical  manner  the 
aspects  of  housing  which  pertain  to  social  justice.  We  must  point 
constantly  to  human  rights — and  human  suffering — Involved  In 
this  issue.  We  must  apply  Christian  social  teaching  to  the  resolution 
of  the  problem.  We  must  seek  to  have  a  qualitative  impact  on  the 
problem  of  housing  deprivation  in  our  society  by  attempting  to 
change  the  systems  and  the  policies  that  result  in  housing  depriva- 
tion. There  seem  to  be  five  possible  approaches  for  Church  in- 
volvement in  housing:  awareness,  advocacy,  providing  services, 
stewardship  and  community-building. 

A.    Awareness 

72.  The  first  element  of  Ihe  Church's  response  is  building 
awareness  of  the  extent  of  the  housing  crisis  and  our  participation 
in  it.  Christ's  concern  for  those  in  need  is  an  essential  dimension 
of  our  Faith.  The  Catholic  community  must  remind  itself  and  all 
others  that  indecent  housing  is  a  moral  and  ethical  issue  demand- 
ing a  response. 

73.  We  cannot  be  at  peace  with  ourselves  while  so  many  of  our 
brothers  and  sisters  suffer  from  inadequate  housing.  We  are  often 
unconscious  participants  in  the  systems  that  result  in  poor  hous- 
ing. All  of  us,  through  our  involvement  in  the  community,  can 
assist  in  the  development  of  humane  and  just  policies  pertaining 
to  shelter.  We  encourage  individual  Catholics  to  join  and  support 
organizations  which  have  demonstrated  a  sincere  and  effective 
concern  for  better  housing  for  all  people. 

74.  Particular  persons  tiave  particular  responsibilities.  Those 
who  own  rental  property  must  maintain  and  manage  it  in  a  way 
that  provides  decent,  sanitary  and  safe  housing.  Landlords  must 
respect  the  human  dignity  and  rights  of  tenants  and  observe  the 
principles  of  justice  in  setting  their  rents.  Tenants  must  cultivate 
a  respect  for  property  and  their  neighbors  and  meet  their  financial 
obligations.  Those  employed  in  the  housing  field  should  seek  to 
encourage  a  sensitive  response  on  the  part  of  private  industry, 
labor  unions  and  government  agencies. 
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(  nmtnunilv   lo  iifuJifliKr   pro^'f.im';   l'»  pmnif^to  iinflf!r.l.Mi'liii|'   oJ 
hoiiMfU'  pft'hiciir.  ijfiil  llu'  ro|p  cMrh  '»(  w.  tmr.hl   I'l.iv   in  in«-.'liM|» 

M.     /V(fvo(.nv.y 

/C)  A:;  .111  .irlv()(  .il(\  Ihc  (Jhiiirh  '.lioiihl  ;iiMly/r  h<iij'-m;;  in-(\l'", 
ill  Ihc  lif'.ht  of  llio  (i()«;pr|,  iniko  )ii(|p.in«fil!.  cuul  of('!r  ;uj{.".'  ti-iir. 
On  IIk^  n<>li<»M.il  Invfl,  wf  should  .illcmpl  Id  (vliir;itf  f)»M)f)|f  i»  I'nnI 
in;',  IIh;  (l'Mn.»M<l!>  of  ju.slir.(^  in  Iho  .utm  of  hoiisiiif:  .uid  *uij»j'.'**il 
piiiK  ipli's  upon  whicf)  propos^iK  for  »  h.innf  inij'.h*  'h;  h;»'.i  i|.  W»' 
•hoiilfl  .»lsr.  invfjlvi^  oiifu^lvf^s  in  Ihr?  oupoinf'  <li;il()fjiic^  ovci  housiiif. 
policy  niifl  iiii'li'rliiK^  tlif  niorni  diincir.ionr*  of  Ihu  f)rol)l«'m 

//.       IIk'   Unihfd    SInlor,  Cnlholic   O^nfcr.Mu  f^   will   conlinuo   !'» 
irionihir  .iiifl  f).Mli(:ipah.'  in  Ih^  dc^volopm'nl  f^f  hou«;j|jp»  nurf  cnin 
numily  fl'vilopinoiil  polif  y.  In  line  with  Ihf  followiiij'.  piiu'  i(»I«jr>  v/«* 
f.hill  I'lir. «Mnjf'o  povrrninrnl.il  /I'.lion  lh,il; 

I)  Affirms  .iiul  .irfvnncfrs  Hip  rr*.)li/;»iinn  of  Iho  n.itionil  hoiisitn'. 
pf)|ii  y  oi  "n  'IncPiit  honu*  nnd  snihiMr  livinp.  fjnvironnicrit  for 
nil  Anirrir.m  f.unili»^s  " 

;^)    rrovifl^s  .1  v,'iri(lv  of  proprnrnrnnlif    tools  nnd  siiffi*  icint    rr- 
•;oiir('",   to  rru'pf    Ihc  housinp.  immhIs  of   low    .iiul   moflor.i*'- 
iru  om«'    hinnlic'S.    irx.ludinp,    Ih'*    lontinnnd    pnlicipntion    of 
non  profit.  <  (nninunity  hnsorf  housinp,  corporiitions. 

.'^)  I  ()(  ir.c;  propinnis  r\\\f\  irsoin'  «^s  on  Ilio  sf)orinl  iifOfK  of  lh'» 
follovvinp  low  inrorno  p(M>pl(».  riif.il  ArnfMi(.iiis.  tlio  oldfrlv. 
f.Mnr.voikcrs,  N.ilivc  Ainrrir  nns  ,mrl  Iho  h,ifidi(.n()|>f!'l. 

A)  Ad.ip!:;  our  housinp  dc^livr'rv  syslcMu  lo  niccl  tin*  ocononiir 
rf  .»lilif'S  of  infl.iliou.  rccpssiori  ,uid  iin«Mnf)Ioyn)(?nl. 

!))    Rpr«»piii/ps  the  ccntr/il  roU?  of  thc!  npiphl)orli()oil  in  the?  sin 
viv.il  of  vi.ihip  url).ui  fUr«is  hy  rncournpinp,  rnh<it)ilit(ition  .iiid 
rrinvpslinrnt  in  (.pnlr;»l  rilirs. 

(>)  I  in  oiir.ipps  Innd  usn  prilicios  th.it  provido  for  ncJerpi  ito 
pl.inninp  .uid  rffpctivf^  controls  f>n  niircnsounhU*  .ind  w.isti;- 
ful  d(  vcloprnpnl  .ind  spp(  ulntion. 

/)  ln'(»ni.jpps  .1  inonpl.iry  f)oli(  y  .ind  rrcflit  c<Ho(<ition  sy  trin 
th.il  prrv/iflos  ,1  susliiiMvl  supply  of  .ifforrfril)U*  credit  for 
hoiiMMf*  fiiodiir  tion. 

H)  ( III /lur  ipcs  Ihr  inh'pr.^l  f).irlir  ip.»lion  of  tionsiiif?  « oiisnin'TS 
.iiwl  I'll  mis  III  d'^'  I'^i'Mr.  r»  p.udmp.  1.  )ir.mp  .it  I'"  ,il,  r4'."ti'ti«il 
.•lid  iMti'-n.il  l«  vi'ls 

'M  liuoiMipis  cipi.il  hoir.iii/;  oppoilniuly'.  •.viUiiii  .i  fi.ihi*  v  ■•:  !• 
of  '  iilliii  il  iilui.ilism'..  Ihioiiph  .■^liinl  uv  'ornpliiirK.r  ».id, 
v"hir#'  n».'  I"  s.irv.   |p«'"l   rrincwli"  , 
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78.  Wo  applaud  the  iiivf)lvcmnnt  of  Ihfi  N;i!jr»rial  Oniftirorico 
of  Catholic  Charities,  tho  National  Calholic.  Rural  Lilft  (.ODforonco 
and  the  Interreli^ious  Coalition  for  Housing  in  lliis  an»a.  Wo  hop«» 
to  work  in  collahoralion  with  th(?rn  and  other  p.roijps  in  advancing 
those  principles. 

79.  The  same  responsibility  for  action  exists  on  Ihr*  local  and 
regional  levels.  We  encourage  local  and  regional  organizations  to 
work  with  their  people  and  political  leaders  to  achieve  those  same 
ends. 

80.  The  parish  is  the  setting  for  perhaps  tlie  most  important 
Catholic  response  to  poor  housing.  Willi  its  roots  dcu^p  in  the 
community,  the  parish  can  play  a  critical  advocacy  role  regarding 
the  housing  problems  of  its  people.  Working  with  individuals,  com- 
munity organizations  and  members  of  the  private  sector,  it  can 
harness  its  own  resources  arrd  energies  to  combat  decay,  blight 
and  indifference.  Parisli  programs  of  rofiabilitation  and  housing 
maintenance  could  be  initiated.  In  addition,  pansher.  can  join  with 
others  to  utilize  government  programs  and  monitor  pul)lic  anrt 
private  efforts  to  alleviate  poor  housing. 

81.  Through  education  and  involvement,  the  local  church  can 
help  its  people  gain  a  wider  measure  of  justice  in  the  area  of 
housing. 

C.    Providing  Services 

82.  The  Catholic  Church  in  tliis  country  lias  a  long  tradition 
of  providing  services  to  those  in  need.  Our  concern  must  also 
extend  to  the  shelter  needs  of  people. 

83.  Many  dioceses,  Catholic  Charities  ancJ  parishes  have  al 
reacty  sponsored  the  development  of  fiousing  for  low-income  peo- 
ple and  the  elderly  or  have  initiated  rehabilitation  programs.  Using 
federal  programs,  Catholic  institutions  and  organizations  have 
provided  a  substantial  amount  of  hoirsing  for  low-  and  middle- 
income  people  and  for  the  elderly.  A  1974  survey  of  60  dioceses 
conducted  by  the  National  Housing  and  Hum  in  Development  Al- 
liance indicated  that  more  than  25,000  units  have  boon  built  under 
Catholic  sponsorship  in  the  past  ten  years.  Over  20  congregations 
of  religious  men  and  women  arc  involved  in  housing,  with  2,600 
units  already  constructed. 

84.  We   strongly   support   those  efforts  and   are  deeply   im 
pressed  t)y  what  has  been  achieved  thus  far.  Given  the  compelling 
need  for  new  fiousing,  we  believe  there  is  an  important   role  for 
non  profit  developers  willing  to  sponsor  viable  and  creative  fious- 
ing where  the  private  market  is  unable  or  unwilling  to  builfl. 

85.  This  special  "housing  ministry"  re(|uires  sensitivity  and 
adequate  technical  expertise.  Housing  sponsorship  inspired  by 
Christian  values  should  bring  a  (|ualitative  difference  to  housing. 
The  housing  development  motivated   by  Christian  concern   mirst 
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r<^f|fM  I  .)  livoly  ;uv;»rrnc'ss  of  hiim.in  ikmvI  .nul  Uif;  difViiW  *»f  **•** 
|)prs(»n  in  itr,  In  ^tiru'iit  <»f  lon.iiils.  in  ilr;  ro|.itinn;liif)  to  Hi*?  Iuf;i| 
f  fjinrnnnilv.  in  ils  plnnrjinp,.  lor.jtion  .nwl  ••nipliiynirril  pi'i'  li<  f; 

?Kv  llwr"  r\u}  n  Vriiirly  of  ollii^r  soc  inl  ,inrl  hinn.ni  'j.t/K.fr, 
rrl.ilino  In  slK-IN^r  Monsnu^  iM.in.ij!''ni"nl,  flii' .itiorj  in  U-n.-nl 
rirjilr.  .mkI  f(»'»|H)fi*  ihililu's.  fin.iru  i.il  ^mkI  |)«ri'-.onril  «.t>nnr>«*lm};. 
housing'  foh.ihilil.ilion  ;in'l  fnnnhn.uu."  .j'M-.l.inM'  .if  ollin  im 
porlnni  ind  ;ipr»ropn;itr'  M*rvi(«'s  prov/iHrd  liy  (i.ilhojir  oi j'.-ini/;< 
linnr,  .uwl  inflivi(lu.»lr> 

Pi/  T'rovirlfrr'i  of  hrinsifif  S'^rvic «':;  '.honld  fncfonvor  lo  involvr 
lon.jrU';  and  lUo  lor.il  r.oinninnily  ift  ;in  inU-jM.il  wny  in  hoii.sin;'. 
rn.ni,)f!«Mn»Md  ;ind  the  provision  nf  scrvic  rr,.  Hnnsinf»  '•.pnn'.orsliip 
.irul  ninnnn»'fnonl  nnrlrr  Chinch  nnspiror.  '.Iionld  pirr/jdr  rno«|p|s 
lor  olhors.  I  his  hnurjnp  rninir.lry  rnnsi  \)r  r'nr.our.'5r.''d.  f(»r  il  offrrs 
ns  ;in  opportunity  to  .irt  on  oirr  prrnc  iplcr.  .nifi  f^ivo  wilnr*'.*;  of  our 
(.onrcrn  for  the  pnorly  lK>ll^»Ml 

D.     Stownrdship 

HH.  In  pioclninnnp,  lli»*  prinr  ipU?  (»f  slrv/.udship,  w«r  nnr,t  tiikc 
nolf  f)f  Ihp  tnr.l  IhnI  tlir*  f:hur(.h  is  .d:.o  .»n  inslitulion  p»r,s(issiiif! 
I.'inrl,  f'f  onornrc  nnrl  porsonnc-l  ic-.nurr  r»s  VVIiilf  sp«*if'.inn  f'>  ollic^r 
orr.ini/.itinnf.  jhoni  the  firoinotion  ol  hnin;in  rif',hl^  .)tv\  Gori.il 
jnsli(<'.  Ihc!  Church  rnu^J  c^x-irninc  ils  own  (  onscioni.r*  iind  tictioir. 
to  dctrrinirw  if  ils  fffnrls  and  iisp  »)f  rcsoinrcs  nro  just.  In  IIk* 
l<>71    SynofI  dornmrnl.    lustii.r  in   //>»•  Wrir/r/,   Ihr  (bishops  stntf 

Whilr  Ihn  Church  is  f)onnd  to  f'iv«*  wilnoss  to  justico,  she 
roro>'.rn/f^s  th.jl  nnyonc*  who  vonliirrs  to  spo.ik  to  proptc 
nhonl  jnslirp  must  first  bv  just  in  Ihoir  eyps  Honro  wo 
must  irndrTl.iko  .^n  py.-UTiin.ition  of  tho  inoflos  of  .k  ting 
nnd  of  f|j^  possossions  .\n(\  lifcstylo  found  within  the 
Church  iKrIf 

8*).  In  th<»  p.irtirul.'U  nron  of  housinp..  Wf?  ri\iRtit  tiiki*  on 
inventory  i)f  our  pr«)pcrty  nnd  rrni  i»sl;ilc\  roflnci  upon  its  utiti/;*- 
tion  nrul  cx-irninc  how  it  inipht  Ix'ttir  lio  put  .it  tlio  service  of 
thoso  who  l.ir.k  .idncpi.ito  sholtcr  Wf  rnif.hl  .ilso  consirler  liov/  wo 
could  rnnkfr  hcttcr  use  of  our  ororiornic  nnd  porsonnol  rosourros 
to  ;isMsl  thoM'  who  ni»'»d  housui}^  hr  nddilion.  n  rcvinw  of  n\n 
invfstnirnt  p'llii  k".  iniy  indir  ,)to  how  w*»  nuf.ht  l>^tl'»r  harness  'ntr 
(!Conoinic  r^^sourc  »•',  In  .r.srt  in  rrsnlviuf*  tlip  hriijsinp  f.risis 

F.    Commiinily  RiiiMinr. 

'>()  flw  ;di*-n.ition  .inrl  isol.itinri  in  our  ( ornnninitips  nro  irn- 
portnnt  cnmpnn»'iii'.  of  \\}n  hnii:.uir,  prnM'iu.  Ihr.  more  r>uhll(i 
(onccrrr  is  r«Milr.il  to  ih'»  r«''>'»luli'in  ol  tlir  hnusmf'  (fisis.  Iho 
Chur'.li  i!,  (.illiif  In  r»»coni  ijf  p«;opl»'  with  Cifwl  .nid  v/ilh  onr 
;innlhr*r,  In  tirinr^  IIkmu  into  .1  rnintnunily  of  mulir.il  suppoit    mi'I 
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love.  Wo  have  noted  fhnt  the  Church  miisf  identify  with  the  needs 
and  aspirations  of  tlie  community  it  serves.  The  Churcti  should 
encourage  (he  development  of  community  organizations,  neighbor- 
hood institutions  and  programs  concerned  with  lu)using.  As  Pope 
Paul  VI  pointed  out  in  A  Call  Jo  Action: 

There  is  an  urgent  need  to  remake  at  the  level  of  the 
street,  of  the  neigtil)orhoc)d,  the  social  fahrir.  whereby 
man  may  be  able  to  rlevelop  the  needs  of  his  person- 
ality. Centers  of  special  interest  and  of  culture  must  be 
created  or  developed  at  the  commimity  and  parish  levels 
with  different  forms  of  associations,  recreational  cen- 
ters, and  spiritual  and  community  gatherings  where  the 
individual  can  escape  from  isolation  and  form  anew 
fraternal  relationships.^'* 

91.  It  Is  important  to  recognize  that  historically  neighbor- 
hoods often  developed  side  by  side  with  the  growth  of  the  local 
parish.  If  the  neighborhood  is  the  founrfation  stone  of  the  city,  It 
is  obvious  that  the  local  parish  plays  a  critical  role  in  many  neigh- 
borhoods. Often  in  rural  areas  and  small  towns  a  similar  relation- 
ship exists  between  the  local  church  and  the  community. 

92.  This  fact  Imposes  great  responsibilities  and  provides  im- 
portant opportunities  for  the  local  church.  With  I  he  encouragement 
of  the  local  diocese,  Catholic  parishes  in  urban  areas  should  seek 
out  a  creative  pastoral  role  in  the  development  of  sound  and 
healthy  neighborhoods.  In  metropolitan  and  rural  areas  alike, 
parishes  must  develop  a  ministry  of  "community-building,"  help- 
ing to  identify  and  resolve  serious  problems  through  education  and 
participation  in  the  life  of  the  community.  It  should  encourage  its 
members  to  become  informed  and  involved  in  community  affairs 
and  housing  issues. 

93.  The  parish  itself  should  join  with  other  community  groups 
and  churches  to  gain  greater  housing  opportunities  for  all  people. 
Traditionally,  the  Catholic  parish  has  rendered  a  major  service  In 
meeting  the  educational  needs  of  communities;  it  should  now  also 
attempt  to  meet  other  critical  human  needs,  Including  the  need  of 
a  decent  home  and  a  suitable  living  environment. 

VII.    CONCLUSION 

94.  The  dimensions  of  the  crisis  in  housing  seem  overwhelm- 
ing in  the  numt>er  of  people  and  communities  affected,  the  com- 
plexity of  the  problem,  and  the  magnitude  of  the  effort  required  to 
meet  our  housing  needs.  There  is  a  temptation  to  feel  discouraged 
in  the  face  of  this  situation. 

95.  However,  we  do  not  address  this  crisis  to  emphasize  the 
difficulty,  but  to  issue  a  challenge.  The  greatest  obstacle  is  apathy 
and  indifference.  We  ask  all  those  in  our  society — individuals, 
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|)jivnt«'  ciit'Tprisr,  r/»^'<'rnrnf'nt.  ^of  iril  .nwl  n»lif'i»»iis  orf'.ini/.ihniis 
In  r»'r'>:nrnln«'  whnl  mlf  tlify  nii^»hl  plfiy  in  r.^liiniiMlinn  p'l^'r 
h')iisi(if'.  in  otir  n.itiorr  Rc.fjnnsihilily  (or  Ihr.  prohlrin  has  l)«?rn 
p;r^sr.(l  frfirn  ono  sor'.rTunI  nf  tin-  rr»nirnunily  fo  ;ifiollK»r  for  t»»o 
loni:  Wf'  pr.iy  IIki!  tlir.  slnlfrTM-nl  .vill  no!  furtfu^r  rliviclo.  hut 
r.jUuf  nnilc  ir\  in  n  r oniniDii  ^'fforl  In  f]ii'<^l  niir  lu)ii'.ififi  nood'i  lor 
nnr  p.irl.  we  plrflj'.**  In  \vn?|'.  willi  r)llMrs  ir)  n  ninrwfMl  offnr!  If) 
prnrn'jU'  ,»w.if  «fi<'S'..  ;uiH  .k  tinn  on  tho  hnir.inf;  rri';is.  Sh-'u<*d 
rc'ipnriMhility,  «»( nmrnir  .il  rnnrdnnlinn  ,irwl  (  onf)CM nlion  witli  .'»ny 
l\t<i\\\)  'J\,\\'\\\ii  niir   (nriffrn  will   fM.jfk   niir  hnii'iinr.  .'irlivHios. 

'♦f).  W<'  .'Iff  hnpf;fnl.  Wf  h.wi»  f.iilfi  in  Hip  l».<«;i(;  vnliirs  ol 
r)f'nplr'  Wf  Iv-liovo  Hi^H  oik  f>  llu^y  un(lfr'.t;in(I  thr  n;Uurr^  ;hi(I 
f.'>P«nl  r.(  hniisinf^  ()r(»hlr'ms  .irul  tfirir  ni»)r;il  rf'Sf)r>n';i!)ility.  Ilicry 
will  ipspriful  with  individiMl  ;)fi(l  cnljorlivf'  ;ufir»n  to  rn'»ot  lioiiMn)^ 
rKM^Is  Ihr^y  Iwhrwc.  .^'•,  w«»  r|o.  tfi.il  fvfty  prrson  h.is  a  rirhf  to 
.1  (Ic'ccnl    honif*  in  ,»  d'lrfMit   onvironnvnl 

^^7.  Oni  lio()c^  flow<;  from  Ih'*  roro  of  |h»'  Gr)spol:  nov/  lifo 
sprin/'.r;  frrifTi  siifff»riMp.  iuid  d'Mth  Wc  hflifvf^  our  f:itios  nnrl  rural 
nrons  nn  h^^  roMirrc'f  f»'d  nnrl  l)loom  .H'lin  with  rrnnwed  vil.ility 
.uul   (onunnnity   liff»      A*.  Ihf;  propluM    s.iid- 

fhny  sImII  rc^huild  tho  <Hiri(»nt  niinr.. 

Ih(»  frjrrnrT  w.')st'>s  thry  sh;ill  rrii'^o  iif) 
Arul   ff'doro   llio   ruined   r  itir's.   dor.olnic* 

rK)w  lor  Hf'nfrntions     (IsAii.ih  (il.'l). 

^)H.  Our  Inith  tolls  us  thni  rnon  .)iu\  woninn  ,ire  rnllo(l  hy 
Piod  to  continue*  th(»  work  of  crc\diori.  In  f,ishion  n  bettor,  nioro 
just  sof.ioly  ns  wf?  w;)it  for  tho  rf)rninp  of  tho  Kinpdom  of  God. 
Ffforjjvo  notion  for  rlooont  housinp,  is  ,in  ossontial  dimensron  of 
this  (ontinuinn  croation. 

*^H)  Tliis  is  a  lin>o  ff>r  ronowf^d  df*diration  and  action.  Docent 
housinp,  for  all  our  pf»oplo  is  a  moral  iniporativp.  We  plodp.o  our 
suf)porl  to  thf)S'*  wIk)  carry  out  tho  doniand  of  ttie  traditional 
corporal  work  of  rnorcy,  "to  sholtor  tho  honioloss  " 

100.  Wo  aro  not  supp.ostinp  a  projor.l  or  a  program  for  this 
yoar  or  tho  noxt.  nor  aro  wo  callinp  for  a  roassortion  of  a  public 
policy  alroady  dfclarofJ,  hut  novor  roali/od  What  we  are  pro- 
posinp  is  a  lonp.  and  d(»torniinod  effort,  with  all  its  frustrations, 
toward  a  bottnr  lifo  for  millions  of  Americans.  This  task  is  more 
than  an  olonv»nt  of  a  bettor  society  or  an  aspect  of  tfie  common 
prMxl;  it  is  indisponsabie  to  the  future  health  of  America  and  its 
people. 

101.  In  this  undortakinp.  we  summon  our  fellow  Catholics 
and  all  who  recoKni/e  this  pressinp  conc(?rn  to  a  task  that  calls 
for  intc»lliponce.  resiliency  and  nnremiltinp  vigor.  We  will  fmd 
allies  in  this  work,  and  we  must  welcome  them;  we  will  find  foes 
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who  think  our  dream  Utopian  and  unreahzcable,  and  we  must 
persuade  Iheni  The  one  thing  we  cannot  do  is  to  acknowledge 
the  immoral  situation  of  indecent,  inadequate  housing  and  do 
nothing  al>out  it.  We  seek  in  this  statement  to  initiate  a  fresh 
response  to  the  unanswered  pleas  for  help  that  come  from  the 
oppressed,  neglected  and  forgotten.  We  pledge  our  continuing 
efforts  as  we  set  out  on  the  long  road  that  offers  a  lasting  hope 
for  decent  shelter  to  this  nation  and  its  people. 
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INTRODUCTION 

FoUowtag  the  etoctioo  of  1980,  vuioui  chinch 
iroupt  became  increasingly  concerned  about  the 
effects  which  the  policies  being  advanced  by  the 
new  Administration  would  have  on  their  particular 
concerns:  child  day<are  centers,  food-ftamps,  un- 
> employment,  CETA  woiken,  Aid  to  Families  with 
Dependent  Children,  Vietnam  veterans,  handicapped 
persons,  ^Mcial  education,  environmental  pro* 
tection.etc. 

As  a  result  of  a  series  of  ecumenical  discussions, 
church  people  discovered  that  their  concerns  were 
diared  by  othen,  and  that  the  pattern  of  proposed 
policies  of  the  government  formed  an  ominous 
pattern,  a  reversal  of  direction  for  the  country  as  a 
whole.  Following  fiirther  research  on  the  develop- 
ment of  this  pattern,  a  committee  in  the  National 
Council  of  Churches,  which  included  memben  from 
several  of  iu  program  unitt,  began  to  draft  a  state- 
ment calling  attention  to  this  pattern. 

That  sutement  was  discussed,  amended  and 
approved  by  the  program  unit  committee  of  the 
Division  of  Church  and  Society  in  a  special  sesrioa 
on  May  1 1 .  198 1 ,  after  which  it  went  to  the  Govern- 
ing Board  of  the  National  Coundl  of  Churches 
meeting  in  Philadelphia  on  May  13,  1981.  Tlie 
Board  members  spent  several  houn  discussing  it  in 
small  groups,  as  a  result  of  which  several  more  re- 
visions were  made.  On  Friday.  May  IS,  1981,  the 
Board  adopted  die  statement,  with  a  few  minor 
amendments,  as  a  Message  to  the  Churches  entitled, 
*niie  Re4kfaking  of  America?" 

It  is  desigped  for  study  and  discussioo  in  the 
churches  as  diey  seek  to  understand  God's  will  for 
them,  the  nation  and  the  world.  Not  everyone  will 
ag^  with  it,  but  differences  of  opinion  are  healdiy 
as  long  asdiey  are  devoted  to  the  right  subjects.  lUs 
Message  will  have  been  successful  if  it  inspires  church 
people  to  focus  on  the  ctudal  subjects  of  our  time: 
what  direction  does  God  want  us  to  go  •  as  Christlanf , 
as  a  nation,  as  the  human  race?  How  can  we  belt 
serve  God*s  purposes  in  our  daily  lives  and  our  woik 
with  other»  for  the  buil4ing  of  God*s  Kingdom? 


*THE  R&MAKING  OF  AMERICAr 

A  MESSACZ  TO  THE  CHURCHES  FKOM 
THE  GOVERNING  BOARD 
of  the 
NATION  AL  COUNCn.  OF  THE  ( 

OF  CHRBTIN  THE  U  J  JL 

Adopmdkky  IS,  1981 


In  diousands  of  news  stories  and  editoiiilg*,  Ihs 
public  record  >of  the  dramatic  rhigsi  in  mitkmd 
poacy  proposed  by  President  Ronald  Rb^m  mdim 
administration  has  been  wtittaa  in  tht  pvt  km 
months.  The  Governing  Board  of  tht  NMosiri 
Council  of  Churches,  on  the  baais  of  tiMt  raeosd, 
calls  to  the  attention  of  member  '"^nmiiniiisw  Aat 
these  proposals  **to  get  America  bMb  osi  ttadT  la- 
present  not  merely  a  shift  of  emphasis  •  a  IMIalM 
here  or  a  little  more  diere.  Tliey  are,  rathar.  a  nwMHl 
of  direction  for  diis  country  as  a  whole,  aod  t 
the  vision  of  America  as  the  model  and  i 
of  a  just  and  humane  society. 


I 
Consider  the  following  evidences  of  that 
A.T1m  new 


Since  the  havoc  of  the  GwatDapwIoii^a 
trations  of  both  parties  have  recopUMd 
responsibility  in  the  federal  goMinaMBt  to  I    _ 

the  conditions  in  which  all  menben  of  tUa  aodiQr 
have  enou^  to  eat,  a  decent  place  to  ttva.  a  b«k 
education,  and  the  necessitiea  of  a  aWnn 
standard  of  Uvfaig,  not  as  a  matter  of  dhvACr  birt  of 
tmtitkmmt 

Tlut  goal  has  never  been  attaiaad,  but  ferhaira 
century  the  nation  has  been  araviag  towaid  it  - 
imtfl  now.  Tlie  policy  of  the  new  adnriniitntlM  ii 
not  just  to  cut  back  on  human  seivieea,  but  l»d«v 
*  See  eKcerpta  at  and  of  msssagi. 
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thit  people  are  entitled  to  them.  By  its  budfBt 
leconiinendttioiu,  which  eliminate  many  human 
aenrioe  programs  and  sharply  curtail  othen,  it  seeks 
not  to  slow  the  nation's  progress  toward  the  goal, 
but  to  reverse  its  commitment.  When  inflation  hu 
rendered  the  current  **poverty  level"  obsolete,  to 
cut  back  even  farther  to  a  so<alled  **safety  net"  for 
the  **tTuly  needy"  is  to  abandon  the  woiking  poor 
to  hopelessness  and  destitution,  particularly  in  a 
time  of  limited  economic  growth.  It  is  a  turn  back- 
ward from  the  effort  to  build  an  economic  floor  for 
the  whole  society  to  a  former  time  when  America 
was  officially  indifferent  to  the  suffering  of  those 
whose  best  efforts  were  not  enough. 

Such  a  reversal  of  America's  national  commitment 
to  a  more  humane  society  is  contrary  to  the  best 
fauights  of  both  Christian  faith  and  the  national 
cned. 

B.  Hie  new  Adm&iittntion  ariu  us  to  turn  back 
from  an  undentaadfaig  of  America's  public  lands  as 
hekl  primarily  for  public  ei^oyment. 

Since  at  least  the  presidency  of  Theodore 
Roosevelt,  the  policy  of  the  nation  hu  been  to  build 
and  hold  a  public  possession  of  national  parks  and 
forests,  of  clean  air  and  pure  waters,  for  current 
eiqoyroent  and  as  a  legacy  for  future  generations. 
The  new  administration  would  turn  back  from  that 
goal  to  a  bygone  era  when  the  continent  and  its 
riches  were  seen  as  the  rightful  booty  of  those  who 
were  able  to  exploit  them  for  their  private  gain. 

Giving  away  the  public  inheritance  to  private 
entrepreneurs  is  more  than  an  about-face.  It  is  an 
offering  to  **the  sheer,  naked,  untrammeled  greed 
that  once  made  this  country  great."  ^  And  no  future 
change  of  heart  can  reverse  the  destruction  of  this 
legacy.  In  a  similar  approach  to  the  common  riches 
of  the  sea,  the  new  administration  abruptly  withdrew 
from  participation  in  the  final  consideration  of  the 
international  Law  of  the  Sea  Treaty,  seven  years  in 
the  making,  in  order  "to  improve  assured  access  for 
private  industry  to  mine  the  deep  sea  bed'*2  -  an 
access  already  assured.  These  examples  of  adminis- 
tration solicitude  for  the  '*truly  greedy"  stand  in 
stark  contrast  to  its  lack  of  solicitude  for  the  poor, 


as  expressed  in  the  doctrine  of  **no  entitlement  to 


C.  llMMwAdmiBiitiitioaMkaai  to  slow  America's 
:  towMd  a  safe,  efllcieat  and  lawwaMe 
un. 

Faced  with  sharply  increasing  costs  and  the  need 
to  shape  an  energy  future  not  dependent  on  oil,  the 
nation  hu  been  moving  slowly  but  certainly  toward 
policies  and  programs  to  promote  cooservatioo, 
more  efficient  uae  of  energy,  and  the  development 
of  alternative  sources  that  wOl  be  renewable  or 
reliable  over  a  long  period.  Tliat  movement  is  to  be 
reversed.  The  new  administration's  budget  virtually 
eliminates  residential  weatherization  programs  and 
the  Solar  Energy  Conservation  Bank,  and  sub- 
stantially reduces  energy  sssistance  programs  for  the 
poor.  Energy  Secretary  Edwards  has  aimounced,  with 
regard  to  foesil  fuels,  ^The  voters  have  sent  a  dear 
message  to  us  in  Washington:  Produce,  produce, 
produce.'*3  Pushing  aside  concern  over  the  possible 
perils  of  nuclear  energy  generation  and  the  problem 
of  nuclear  waste  disposal,  the  administration  seeks 
to  reduce  support  for  renewable  energy  technologies 
and  expand  support  for  nuclear  energy.  Ignoring  the 
specter  of  excess  capacity  now  douding  the  future 
of  the  nation's  utilities.  Secretary  Edwards  resolutely 
asserts  that  **we  need  to  get  the  nudear  power 
industry  back  on  track."^ 

D.The    new    Ailnrinistmtion    ariu   us   to    mate 
America's  advocacy  for  the  rights  of  al  hamaa 

beings  everywhere. 

Concern  for  human  freedom  and  inalienable  rights 
hu  been  a  constant  theme  of  the  United  States. 
Particularly  since  the  organization  of  the  United 
Nations  in  194S,  America  hu  been  one  of  the 
leading  exponents  of  concern  for  human  rights 
eveiywhere  in  the  world,  even  thou^  its  own 
actions  were  not  always  what  they  should  have  been. 
The  previous  administration  attempted  to  make 
human  rights  a  primary  operative  foundation  of  the 
nation's  foreign  policy,  but  now  that  effort  Is  to  be 
abandoned. 
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It  is  1 


tnO 


« it  any  have  beML  It  is  not  MBpty  that  tfaii  I 
wil  fdn  its  efforts  and  aubiide  to  a  c 
of  low  coooBRL  Ratbflr,  in  a  sifnificaBt  levenaL,  the 
new  admmimatioa  adcs  the  natiQa  to  lead  die 
retreat  from  intemational  comniunaat  to  Ihe 
d  protediOB  of  huni 

I  the  natioot  and  peo^  i 

I's  inwrnitmniit  and  hoped  in  Anwica's 


iMMds  to  UB  *B  mtAh  I 

yet  fuxther  waapoai  aacrirtiOB  ii  I 


I  of  this  rewnal.  the 
UailBd  Stales  wouM  shoie  up  itpifiie  ifpwiFi 
around  the  vodd  by  odtttafy  asHttaaoe;  lecede 
from  ams  lanr  tinni  nainit  Sovih  A&ica;  and  lepeal 
the  r*«*  AflMadment  banning  oowext  aid  to  ptenOa 
focoas  inside  Anfola. 
The  poritive  oonoem  for  human  rii^ts  has  been 
by    a 


mwihs 


admittedly  a  ssiious  problem  -  becomes  the 
tatiottafe  for  supportiac  lepmarion  in  odwr  nalians. 
m«iy  Americans  cm  only  fisel  anxious  «bo«t  their 
own  nation,  lemamberiaf  the  hyuaria  of  the 
McCarthy  era  when  ^'national  security**  was  imolDBd 
to  justify  the  lepmasion  of  dissidents  in  the  United 
States. 


lisd 

BOfiMI 

tonedmn^teU^CaUWar«adi«hi«hiBh 
[  to  the  mchsnmiaai  of  a  I 


I  one  of  a  worideride  oomnmniljr  of  ■ 
■mmtxation  prapnaas  to 

One"  M  *B  nwM.  Not  tmmim  mm  In 
Mteacy.   Bfc 


llMie  an  leal  dai^m  In  «m  voiM,  and  i 
bcharior  of  other  nations  9MHlhB8B  thssmai  pa 


and  jMtioe  -  wHnass  Afj^iwirtiB  Thorn 
an  not  lesmned  by  iMi  niton's 
peth  of  petient  Hifiigrh 


Since  the  end  of  World  War  n  and  the  coocunent 
beiinnint  of  the  nudear  ar.  t^  OMtioa  has  a^ 
tempted  to  sedc  and  maintain  peace  through 
diplomatic  lather  than  mlitaiy  means,  throufh 
multilatecal  more  than  unilatena  channeb,  through 
nefotiatioo  rather  than  coerdon  (the  exception  of 
Vietnam  ootwithstandhig).  It  has  lehed  on  the 
concept  of  **mutual  assufed  destruction'*  to  pro>vlde 
an  uneasy  umbrdla  for  this  frafOe  enserprise  hi  the 
world  -  the  assuranos  diat  the  consequences  of 
nudear  exchanfs  an  too  davastathi^y  costly  for 
any  nation  to  riic  it.  Now  all  that  is  to  be  revened. 
Nuclear  superiority  and  the  capadty  to  pro^  over- 
whebning  mflitaiy  power  anywhere  hi  the  world  an 


Hmk  have  been  mimaimM  iilliil—  «r  Che 
pvticute  slaments  in  dMaa  and  odMr  chwpi  ef 

potothig  out  the  specific  pato  and  peiM  oHh  ImpoMiL 
Bat  the  oiUf^idhv  moiri  and  polWal  iwe  fv  Che 
Mtton  is  not  aomudi  in  the  specific  psppoMliMhi 
*e  pattern  that  they  pom.  in  the  virion  of  AMitat 
and  its  valaas  that  Ha  bahhid  dMaa.  ' 
MidMl  is  coaect:  ""nia  tana  k  not  «»  of  I 
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altsnative  virions  of  tiie  meiiiing  and  pwpott  of 
America. 

The  alternate  virion  of  who  we  aie  at  a  nation 
held  out  by  th«  new  administration  has  been  em- 
bedded in  a  budget,  distractini  many  from  its  tnie 
dimenrions.  Its  iweepinf  ehanfM  are  proposed  to 
meet  an  economic  emeifency  purportedly  created 
by  runaway  government  spending  and  unbearable 
tax  burdens  -  in  this  weahhiest  of  nations  that  now 
collects  a  smaller  portion  of  itt  wealth  In  taxes  and 
spends  a  smaller  percentage  of  it  for  public  purposes 
than  any  European  democracy!  To  remedy  this 
eUeflBd  condition,  however,  the  Reagan  philoeophy 
reqoiiee  not  a  cut  in  government  ipending  so  much 
as  a  massive  transfer  of  public  money  from  people 
assistance  to  military  procurement  —  the  most 
massive  such  shift  in  peKethne  history.  It  further 
proposes  not  so  much  a  reduction  in  taxes  as  a  iise 
of  the  tax  system  to  effect  a  substantial  redistrib- 
ution of  wealth  to  thoee  already  wealthy.  Together, 
these  two  changes  quite  simply  mean  the  use  of  tlie 
nation's  government  to  serve  the  interests  of  those 
who  least  need  help  at  the  expense  of  those  who 
need  it  most. 

All  of  this  is  offered  in  the  name  of  an  econon:' 
theory  not  so  much  untested  as  repudiated.  It  w . 
once  called  the  **trickle  down**  system.  It  is  not 
radically  new  and  imaginative  solutioo  to  America* 
social  and  economic  problems,  but,  with  die  othc 
elementt  of  the   administratioo's  philosophy, 
replay  of  an  old  and  seductive  virion  of  wh;.. 
America  is  sll  about,  a  virion  that  has  been  present 
from  the  begbming  and  still  competes  tenaciously 
for  tlie  nation's  soul. 

What  are  the  elementt  of  this  virion?  Prom  the 
fint,  there  were  thoee  who  saw  America  as  a  rich 
treasure  waiting  to  be  exploited  for  the  benefit  of 
thoee  daring  enough  and  strong  enough  to  take  it. 
They  came  first  for  gold,  for  spices,  for  furs,  for 
tobacco;  then  for  land  and  iron  and  silver  and 
copper  and  trees.  In  this  vision  of  America,  the 
fittest  survive  and  prosper,  and  there  is  little  room 
for  public  purpose  rince  it  interferes  with  private 
gain.  Compasrion  is  a  weakness  in  the  competitive 
struggle  of  each  against  sll,  and  charity  is  the 
vohmtaiy  option  of  individuals.  Government  is  at 


best  a  neceaaary  evfl  which  must  be  strong  enough 
to  protect  privflege  from  aasault  but  kept  too  weak 
to  bttpoee  public  responsibiUty  on  private  prerogative. 
In  this  virion,  America  is  seen  priadpaOy  as  Empire 
-  *1danMest  Destiny.'*  "54^  or  Fiilit,'* 
**Rsmember  the  Maine**  -  with  a  misrion  to  extend 
its  power  and  commerce  throughout  the  continent, 
the  hemisphere,  the  world. 

But  another  virion  of  America  has  been  present 
from  the  beginning  also.  This  second  alternative 
virion  has  deeproott  hi  religious  frith  and  biblical 
fanages  of  dhine  intent  and  human  possibility.  Ihe 
precious  possession  of  pilgrims  and  padres,  it  was  a 
vision  of  creating  in  the  New  WorU  a  new  modal  of 
human  community  -  the  New  Jerusalem  •  free 
from  the  oppression  and  miseiy  that  entrenched 
power  and  privilege  perpetuated  hi  the  Old  World 
theyhadfled. 

In  this  America,  it  was  envisioiied,  government 
would  promote  the  common  welfare  and  secure  the 
blesringi  of  liberty  for  aU.  Hm  dignity  and  worth  of 
each  person  wouM  be  respected  and  protected  as  a 
matter  of  policy  as  well  as  piety  and  each  person's 
potential  wouM  be  developed  to  the  fUOest  Justioe 
and  compasrion  would  reign  hi  alabaster  cities  that 
stretched  from  sea  to  shining  sea.  and  the  bountiful 
resouroes  of  a  favorsd  land  would  be  thankfully 
received  and  gladly  riiared  with  the  whole  family,  as 
the  nurturing  providence  of  the  Creator  meant  them 
to  be.  This  America  would  be  known  hi  the  worU 
for  itt  compassion,  itt  deep  desire  for  peace  and 
justice,  itt  commitment  to  human  rightt  and  human 
decency.  It  would  stand  as  a  beacon  and  amodel,a 
city  sst  on  a  hU,  itt  power  stemndng  from  tlie 
irresistible  example  of  a  just,  caring  and  peeoefiil 
people  sharing  life  and  treasure  generously  with  all 
the  people  of  earth. 

This  virion  of  America  has  never  been  taSfy 
realind,  but  it  has  never  been  abandoned.  It  km  been 
of  hnmense  rigpifteance  to  the  rest  of  the  worid. 
where  echoes  and  adapUtions  of  it  are  seen  hi  the 
revolutians  and  th^  constitutions  of  many  nations. 
It  hu  been  a  constant  magnet  hi  this  nation's 
domestic  life,  dnwfaig  it  awsy  from  riavtry  snd 
sweatshops,  chain  gpngi  and  lynch  mobs  to#ard 
broader   opportunity,  deeper   compession,  fbUer 
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equality  and  greater  justice  for  aO. 


Theaa  alternative  viiioM  of  Aneika  liave  vied  for 
wptemacy  tlirouglioat  Hm  oation's  hiitoiy.  Both 
haire  been  ghen  religioiit  sanction  in  different  ways 
and  at  different  times  by  America's  diurciies.  Bodi 
are  still  deeply  rooted  in  tiie  heart  of  America  and 
the  hearts  of  Americans.  Yet  even  hi  thoee  past 
times  when  the  first  visioo  -  America  as  private 
opportunity  and  empire  •  dominated  American 
practice,  the  second  vision  -  America  as  piMic 
responsibility  and  lompassinnaiB  neighbor  - 
maintained  its  foothold  in  the  deepest  recesses  of 
the  nation's  soul,  dimmering  in  the  foundhig 
documents  and  echoing  In  inaugural  addresaas  and 
Fourth  of  July  speeches  down  the  yean,  it  is  ac- 
knowledged  by  nearly  all  Americans  as  the  vision 
that  best  expresses  who  we  truly  long  to  be  and 
where  we  tru^  wish  to  go. 

Now  the  new  administration  seeks  emphatically 
and  forthrightly  to  reverse  the  record  of  half  a 
century  and  sh^  the  nation  decisively  to  the  first 
vision  once  again.  It  daims  a  mandate  from  the 
people  to  do  so;  and  indeed  it  would  not  have  the 
opportunity  to  try  if  diat  vision  were  not  still  so 
ttna%  in  so  many  of  us.  Nevertheless,  as  the  real 
intent  and  scope  of  the  administration's  phfloeophy 
become  dearer  and  dearer,  the  American  people 
will  diemsehres  decide  whether  diey  conferred  a 
mandate  for  sich  a  vision  of  the  nation. 

The  Executive  Committee  of  the  National 
Council  of  the  Churches  of  Christ  in  the  USA.  on 
February  20,  1981,  sUted  its  **fiindamental  dis- 
agreement with  the  proposal  to  increase  our  death- 
deaUng  capadty  whUe  cutting  back  on  life  supports 
for  our  dtizens,**  noting  that  **th»  budgst  cuts  pro- 
poaed  by  die  admtaiitration  demand  intolerabk 
sacrifice  from  the  nation's  needy  and  place  a  dispro- 
portionate burden  on  minority  groups,  the  elderly 
and  femilies  headed  by  women."  The  Governing 
Board  of  die  National  Council  of  the  Churches  of 
Christ  to  the  UJ5A.  reaffirms  that  fundamental  dis- 
^raament  with  the  new  administration't  vrskm  of 
*Vho  we  are  and  where  we  sre  going.''<  and 


sofitsfe 
We  do  ao aoclB  the sarrloe of^pedd i 


approach,  but  in  the  wkb  oonvicihin  that  that 
of  America  Hm  nilon  li  now  arioad  to  < 

workL 

When  OuisiiaM  have  llMd  I 
to  the  fo^.  they  have  aqpd  Ike  s 
and  compassion,  not  ei 
Soipatfes  caO  oa  to  a  vMon  dMt  i 
social  visions,  to  a  vMon  of  a  *'|ood  and  bsoni  iMi." 
a  new  earth  and  a  new  heaen.  JeaM  of  lifansMh 
launched  diis  new  age,  as  Maiy  eavisiosHd  it  hi  Ihs 


He  has  ihoeni  stienflh  with  his  am, 

he  has  scattered  die  prond  in  die  i 

dMir  hearts, 
he  has  put  down  the  mii^ty  from  their  thrnnei, 

and  exalted  dioae  of  low  degree; 
he  has  filled  die  huagor  vtth  good  tUagi, 

and  the  rich  he  has  ssat  empty  away. 

(Uke  1:51-55) 

And  as  he  prodahned  it  hi  his  own  fiitt  paUk 
message,  quoting  Isaiah: 

The  spirit  of  the  Lord  is  upon  ne, 

because  he  has  anointed  me  topseadigood  nawi 

to  the  poor. 
He  has  ssnt  ma  to  prodafan  reieaae  to  *•  capdeas 

and  recovering  of  sight  to  tiM  bond, 
to  set  at  liberty  thoee  who  are  oppiessad, 

to  prodafan  the  acceptable  jrear  of  the  Lofd. 

(Luke  4:18.19) 

The  Christian  Churdi  has  not  dways  satved  this 
viskm-diove-aU-viskxtt  well,  often  man  concetarf 
for  itt  own  faistitutioad  success  or  satvivai  dun  fior 
dM  plight  of  die  poor.  In  dMae  dsys,  when  eooMmie 
anxiety  hnes  ftadamentd  feas  and  islBiif  to 
dM  surfeoe  of  human  motivatioa  and  die  aadoa  ii 
tempted  to  make  diem  die  badsofpolky.weaMHt 
never  fotpt  diat  *>idfBiant  I 
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Annex: 


hold  of  God.**  TIm  Governing  Board  calls  upon  the 
units  of  the  National  Coundl  of  the  Churches  of 
Christ  in  the  USJi.  and  its  constituent  communions 
to  g^  serious  study  and  continuing  attention  to  the 
development  of  resources  and  programs  that  will 
aaist  churches  and  church  memben  to  understand 
and  respond  effectively  to  the  issues  of  justice  in  tlie 
life  of  the  nation  and  the  world  as  they  participate  in 
the  public  debate  over  national  purpose  and  goals. 

Let  us  pray  for  the  wisdom,  courage  and  strength 
to  serve  God  end  nation  faithfully  in  the  days  that 
lies 


RECENT  PRESS  COVERAGE: 


1 .  *in  perhaps  the  largest  Aift  of  financial  resources 
proposed  in  ilie  nation*s  peacetune  history, 
President  Reagan  disclosed  tonight  that  he 
planned  to  increase  the  military  budget  from 
24.1  percent  of  fisderal  spending  to  32.4  percent 
over  the  next  three  years.** 

New  York  Tbnes 
February  19. 1981 


1 .  See  Annex.  QuoUtion  No.  8 

2.  PfUtadeiphia  Inquinr.  AP  story  by  O.C.  Boelling. 

March  9, 1981. 

3.  ThMNew  KoHt  Tlbnes,  Op-Ed  page,  April  7, 1981. 

4.  Ibid. 

5 .  See  Annex.  Quotation  No.  9. 

6.  See  Annex.  Quotation  No.  9. 


.  *'llof«  than  half  the  people  in  the  country  with 
incomes  below  the  ofOcal  poverty  line  either 
receive  no  protection  from  whet  Ptesident  Reagan 
has  termed  the  *sodal  safety  net,*  or  get,  at  most, 
a  free  hmch  for  their  children  on  school  days.** 
New  York  Times 
117.1981 


3.  **1he  idea  that*s  been  established  over  die  last 
ten  years  that  afanost  every  service  that  someone 
might  need  in  life  ought  to  be  provided,  financed, 
by  the  government  as  a  matter  of  basic  rights,  is 
wrong.** 

Devid  A.  Stockman, 

Director  of  the  Office  of 

Management  and  Budget 

New  York  Time* 

March  29. 1981 


4.  ^Treasury  Secretary  Donald  T.  Regan  said 
Wednesday  diat  the  Reagan  Administration  is 
prepering  a  contingency  aid  package  for  the 
troubled  savings  and  loan  industry  that  will  be 
ready  withhi  a  couple  of  weeks.  'We*re  going  to 
be  standhig  on  the  dock  with  a  life  preserver,' 
Regan  told  the  Times  in  an  interview...*We  know 
they're  in  troubled  thnes  and  we  stand  ready  to 
help  if  diey  get  in  dhe  straits,'  he  added." 
LoiAngeiei  Times 
MarchS,  1981 
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5.  **Secretiry  of  the  Interior  James  G.  Watt  today 
promiMd  to  rearrange  national  priorities  and 
allow  private  interests  to  search  for  strategic 
minerals  beneath  public  lands." 

San  Frandtco  Chronicle 
March  3, 1981 

6.  "There  <«  no  reason  for  someone  in  Sioux  Palls 
to  pay  federal  taxes  so  that  someone  in  Los 
Angeles  can  get  to  work  on  time  by  public 
transportation.** 

Dwrid  A.  Stockman 

Director  of  the  Office  of 

Management  and  Budget 

Testimony  before  the  Senate 

Appropriation  Conwiittee 

March  24, 1981 

7.  **Ia  an  article  written  two  years  ago  for  PoUcy 
JU9kw..djthfx  [Assiitant  Secretary  of  Sute 
for  Human  Rights  nominee]  said,  *in  a  formal 
and  legil  sense,  the  United  Sutes  government  has 
Jio  foraial  lespottsibflity  -  and  oertahily  no 
authority  -  to  promote  human  rights  hi  other 
tovereign  states.*  ** 

PhtadMiphla  Inquirer 
February  6, 1981 

8.  **What  Reagan  is  banking  on,  in  a  quite  literal 
sense,  is  that  the  faiitiatht  and  ingenuity,  and 
the  sheer,  naked,  untrammeled  greed,  that  once 
made  this  country  great  are  still  there,  waiting  to 
be  reactivated.  And  it*s  probably  high  time  we 
found  out  whether  diey  are  or  not.** 

David  R.Boldt 

Editor  of  the  Tod^  magazine  of  the 

PhUmUlpMa  Inquirer 

March  29, 1981 

9.  **  *Theisne  Isnotooe  of  figuitt,  but  philoeophy,' 
countered  Bob  Michel,  tiie  republican  minority 
teader  from  nUfiois.  It  [die  Reagan  budget]  speUs 
out  who  we  are  and  where  we  are  going.'  ** 

New  York  Times 
May  8, 1981 


Qaesdoiisfor 


of  tile 


1.  The  Constitiition  of  tiM  United  Sutes  b.^ 
*1¥e  the  people..Jn  order  to„^m>mote  the 
general  welfare,  jio  ordahi  and  estabUria  diis 
Constitution.  What  responsibility  does  tiiat 
mean  for  the  government?  Is  it  to  protect 
people  from  ii^ury,  lUness,  starvation,  uasa- 
ployment.  illiteracy? 

2.  What  are  the  causes  of  poverty  hi  tiie  United 
States? 

3.  What  are  die  best  ways  to  elimlnaie  poverty? 

4.  Should  the  govenunent  insure  economk 
security  of  all  di«  people? 

5.  What  direction  does  God  want  us  to  go  •  as 
Christians,  as  a  nation,  as  die  human  race? 

6.  How  can  we  best  serve  God's  purpoees  in  onr 
daily  Uvea  and  our  work  with  odien  for  dK 
buOdfaig  of  God's  Kingdom? 


At  Its  meeting  J«m  10  - 12. 1981  dm  W«kh« 
Group  on  DooMstic  Hanger  and  fematf  of  da 
NCCC/DivWon  of  Chwdi  and  Society  ifllnMd  da 
Meaaage  to  die  OMKhaa.  It  aMlMiind  Cht  pilM^ 
of  die  Meaaage  along  widi  ite  diMdofy  of  da 
Ecnmenical  DooMstfc  Hm^sr  fnjfacx  Netwwk. 
These  comoMndty  niganifitlnns  wwk  wM  tti 
I  Identified  hi  die  Meaa^.  If  yon  wM. 
I  wM  menbefs  of  dM  Netwwk  In  yow 
study  of  die  r 


Rev.DonMA.Gsi 
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CALL  TO  ACTION 


from  the 

National  Low  Income  Housing  Coalition 

215  QQHTH  SmEET,  N.E,  WASHINQTON.  DC  20002    (292)  544-2544 
February  1982 

EVERYONE  WHO  CARES  ABOUT  DECEHT  HOUSISG  FOR  LOW  IISCONE  PEOPLE  MUST 
STAND  OP  AND  SAX  SO,  NOWl 

Ab  described  InBlder  President  Reagan's  budget  would  devastate  low 
incoae  bousing  prograas.  The  housing  cuts  are  far  worse  than  we  feared 
-*  deeper  than  alaost  all  the  other  low  income  cuts  conbined. 

Only  a  concerted ,  intense,  and  persistent  effort  can  save  over  three 
fld.llion  households  fron  insupportable  rent  increases,  preserve  our 
existing  subsidized  stock,  get  the  700,000  units  now  in  the  pipeline 
built  and  occupied,  and  preserve  federal  assistance  for  continued  low 
income  housing  production  in  both  urban  and  rural  areas.  We  ask  your 
help,  now,  in  a  four*pronged  strategy: 

1.  Help  us  get  as  many  signatures  as  possible  on  a  new,  sign-on 
statement  in  support  of  low  income  housing  programs .We 're  aiming 
for  a  broad  range  of  signers  from  every  state  and  Congressional 
district. 

2.  Meet  with  your  Representatives  and  Senators  to  discuss  the  budget 
cuts  and  rent  increases.  Tell  them,  face-to-face,  why  you  oppose 
them.  Be  specific  on  how  they  will  hurt  low  income  people  in  your 
community.  Best  of  all,  organize  broadly  based  delegations 
(community  people,  low  income  tenants,  church  and  civil  rights 
leaders,  labor  leaders,  public  officials,  and  housing  producers) 
to  meet  with  Senators  and  Representatives  before  or  during  the 
April  "district  work  period"  (April  7-19) . 

3.  Help  organize  current  and  potential  assisted  housing  tenants  to 
fight  the  rent  increases.  As  soon  as  HUD  submits  its  proposed 
legislation  (so  we  know  exactly  what  is  proposed) ,  we  will  provide 
a  simple  form  for  tenants  to  figure  out  their  rent  increases. 
Tenants  will  be  encouraged  to  send  a  copy  of  the  form  to  their 
Congressional  delegations,  with  a  protest  letter.  We  will  also 
collect  copies  at  the  Coalition  and  use  them  to  supply  material  to 
Representatives  who  will  speak  out  against  the  rent  increases  on 
the  floor  of  Congress. 

4.  Work  with  other  coalitions  and  groups  fighting  the  budget  cuts 
affecting  low  income  people,  and  be  sure  that  low  income  housing 
is  on  their  agenda. 
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Tht  Coalition  is  spearhtading  a  Housing  Action  Caspai«i#  working 
together  with  other  housing  groups.  We  hops,  liy  the  slddls  of  Rsrch, 
to  have  a  temporary  staff  person  at  work  to  help  local  groups  organist 
around  the  sign-on  letter  and  Congressional  visit.  Our  focus  will  be 
on  members  of  the  key  committees  (see  list)  as  well  as  on  the 
so-called  "boll  weevils"  and  "gypsy  moths". 

We  are  also  working  closely  with  the  Budget  Coalition  and  ths  Fair 
Budget  Action  Campaign/  so  we  can  put  you  in  touch  with  thssi  and  their 
networks,  if  you're  not  already  involved. 

SIGN-ON  STATEMENT  FOR  CONGRESS 

To  demonstrate  the  b^oad  base  of  support  for  low  income  housing 
programs  and  debunk  the  iiotion  that  there  is  no  brosd-bssed 
constituency  for  low  income  housing,  the  Coalition  is  organising 
another  broad-baaed  "sign-on"  effort.  Our  plan  is  to  use  frh^  »MmM 
BtAtm^^nt.   at  each  Key  point  In  the  legislative  process.  So  we  will  be 
keeping  the  statement  open  for  signing  until  Congress  acts  finally  on 
1983  housing  author izaticne  and  appropriations. 

However,  we  need  a  fast  start.  The  House  and  Senate  Btidget  Coaaittees 
will  be  drawing  up  the  budget  resolutions  early  in  April*  We  want  the 
statement  with  as  many  names  as  possible  in  their  hands  by  April  1* 
This  means  we  need  to  hear  from  you  by  the  end  of  March.   Then,  early 
in  Nay,  we  will  give  the  statement  to  the  Bouse  and  senate  Banking 
Committees  as  they  consider  housing  authorization  levels,  and  to  the 
Appropriations  Committees,   as  they  act  -on  funding  (probably  late  Nay 
or  June).  Our  target  is  5,000  organiiationa  signed  on  by  the  end  of 
April,  and  another  5,000  by  the  end  of  June. 

The  sign-on  letter  to  the  President  in  December  1981,  with  1500  state 
and  local  organizations,  not  only  impressed  many  people  here  but  was  a 
good  organizing  tool  to  help  build  local  and  national  support  for  low 
income  housing. 

Here's  the  draft: 

The  undersigned  national  and  _  state  and  loosl 

organizations  from  states  urge  Congress  to  reject  the  low 

income  housing  budget  proposals  of  the  Reagan  Administration. 
These  proposals  amount  to  a  rejection  of  the  longstanding, 
bipertisan  commitment  to  providing  housing  assistance  to  low 
income  people. 

This  is  a  time  of  housing  crisis,  especially  for  low  ineose 
people.  Hew  production  is  at  its  lowest  level  in  two  generations* 
Rents  in  the  private  sarTcet  are  beyond  the  reach  of  millions  of 
low  income  households  An  ever-growing  number  of  people  ars 
homeless    unable  to  find  any  accommodations  whatsoever*  Jklaost 
20%  of  all  construction  workers  are  unemployed. 

Instead  of  expanding  housing  assistance  to  meet  the  growing  needs 
of  low  income  people  as  the  affordable  supply  of  rental  housing 
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dwlndltSr  the  Administration  proposes  massive  rescissions  and 
recaptures  o£  already  appropriated  funds  Moreover r  proposed  rent 
increases  and  arbitrary  ceilings  on  the  aacunt  pf  assistance 
frustrate  the  purpose  of  low  income  housing  programs r  bth  by 
making  subsidized  housing  ajiiaffordable  for  millions  of  low  income 
households  and  by  jeopaj:di2in^  the  continued  operations  of 
hundreds  of  lov  income  housing  projects. 

In  place  of  these  draconian  measures,  we  urge  Congresjs  to 
maintain  this  nation's  commitment  to  meeting  the  housing  needs  of 
low  income  people  by: 

1.  Preserving  the  present  stock  of  assisted  housing,  in 
viable  condition,  without  ruinous  rent  increases. 

2.  Producing  the  housing  now  in  the  pipeline  as  rapidly  as 
possible  by  rejecting  my  proposed  rescissions  or  deferrals  of 
already  appropriated  funda,  and  effectively  opposing  any 
arbitrary  efforts  by  the  Administration  to  terminate  commitments 
for  low  liicome  housing  assistance. 

3.  supporting  production  and  rehabilitation  programs  which 
will  benefit  lover  income  people «,  This  includes  the  present 
Section  202  housing  for  the  elderly  and  handicapped.  Farmers  Home 
515  rental  housing  program ^  low  rent  public  housing,  and  other 
approaches  which  are  compatible  with  this  objective. 

4.  Maintaining  in  adequate  level  of  rural  housing  programs » 
including  rental  assistance  home  ownership,  farm  labor  housing, 
self-help  boueiiig  and  the  water  and  sewer  programs  which  are 
required  for  development  in  rural  areas. 

We  call  on  the  Congress  of  the  United  States  to  act  decisively  to 
meet  these  housing  needs. 

INSTRUCTIONS:  We  want  o j^a ji i i s^i. op  fi Jug* &   Q J^i Y '  unless  there  are  key 
public  officials,  such  as  mayors  or  governors^  who  wish  to  sign.  It's 
possible  to  call  In  and  leave  naaes  and  addresses  on  our  answering 
machine.  If  you  do  this  spell  all  nsfies  and  addresses.  We'd  prefer  a 
written  communication.  Use  the  fom  below  or  make  your  own. 

TO:  NLIHC,  215  Eighth  Street,  N.E.,  Washington  DC  20002 

Sign  us  on  to  the  1982  low  income  housing  statements 

Organization  ___«________««___._^_____^___»«____ 

(Print  name,  exactly  as  it  should  be  listed) 

Address 

City  State  Zip  

Contact  persons  Phong 
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WAYS  TO  GET  SIGNERS  AMD  DEVELOP  SUPPORT  FOR  LOU  XMCONB  H00SZB6 

0  Takt  coplts  of  the  letter  and  sign-on  toxmm  to  all  BAetings 
you  attend*  Ask  tot  tisie  to  explain  the  devastating  housing 
cuts  and  then  ask  ocganiiatlons  to  sign  on. 

o    Call  a  special  meeting  of  the  gtoupa  conc«rnfid  with  low 

income  housing  in  youc  area.  Toqnth^c,   laake  up  i  list  of  all 
the  kinds  of  houaing-' related  and  other  groups  you  can 
approach  to  sign  the  itatemtnt  (neighborhood  and  tenant 
organizations,  nonprofit  organizations «  housing  author itles* 
producer Sr  church r  civil  rights «  senior  citizen  and  labor 
organitationa r  service  clubsr  etc) «  Then  have  each  person 
take  asslgnmei^ts  and  pledge  to  get  a  specific  nusber  of 
signers  by  the  end  of  March  (This  process  can   continue 
through  spring    and  suaiMer#  too,  if  Congress  takes  that 
long  to  sake  final  decisions.) 

o    Use  the  statement  as  an  opportunity  to  approach  local  and 
state  elected  officials  to  enlist  their  support.  Get 
governors  and  majors  to   sign,  and  ask  city  councils,  county 
commissions  and  «tate  legislatures  to  pass  resolutions  in 
support  of  the  statement. 

o    Keep  a  list  of  organizations  and  key  contacts  (with  phone 

numbers)  that  you  get  to  sign  on,  and  use  it  as  the  basis  of 
a  "telephona  tre#"  -sa  .you  .can  .reach  people  quickly  when  key 
votes  come  up. 

0    Take  a  copy  of  the  statement  with  the  signers  from  your 
state  to  meetings  vith  your  Senators  and  Representatives. 
(For  copies,  send  as  a  staopea,  self -addressed  envelope  and 
we'll  send  you  the  most  recent  version.) 

1983  BODGET  DEVASTATES  LOW  XNCONE  HOUSZllG  PROGRAMS 

[The  following  statement  has  been  widely  distributed  by  the  Coalition, 
to  Congress,  the  press,  and  others.  Feel  free  to  reproduce  it  for 

local  use 

Low  income  housing  will  bear  the  brunt  of  the  156  billion  in  budget 
cuts  proposed  by  President  Reagan.  Keasured  in  "budget  authority* #  or 
spending  comDitaientSt  the  19S3  budget  provides  132  billion  less  than 
"currtnt  services",  or  the  amount  needed  to  maintain  federal  progi^m^ 
at  their  ptesent  levels*  Eov€vtt,   since  there  is  a  130  billion 
increase  above  current  services  in  budget  authority  for  national 
defense,  the  total  cut  in  all  other  programs  is  IC2  billion. 

123  billion,  or  37%,  of  this  $62  billion  cut  comes  from  low  incoM 
housing  programs.  This  is  by  far  the  largest  cut  proposed  for  any 
activity  of  the  federal  government.  Zn  fact,  it  is  almost  15  billiom 
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sort  than  the  coabincd  total  of  all  the  othar  cuts  in  adueationr 
training,  taployBantr  social  servicaa,  health  (including  Nedicart  and 
Medicaid),  food  staapa,  welfart,  and  other  incone  aectarity,  saftty  net 
prograas. 

In  addition,  Prtsident  Reagan  wanta  to  rtscind  the  entire  1982 
appropriation  for  new  or  rthabilitated  assisted  housing  units,  to  get 
rid  of  many  azisting  subsidixed  units,  and  to  raise  rents  to  the  point 
whera  federally  subsidized  low  incoae  housing  nay  cost  more  than 
unsubsidized  housing. 

Indeed,  the  1982  and  1983  low  income  housing  cuts  would  be  mora  than 
enough  to  fund  the  entira  1983  increase  in  the  defense  budget  if  the 
Administration *s  program  carries  unchanged 1 

If  adopted  by  the  Congrass,  the  impact  of  the  budgtt  and  legislative 
proposals  would  be  disastrous  for  low  income  people. 

o    Hundreds  of  thousands  of  low  income  units  alraady  approved 
for  subsidy  will  never  be  built  oc  rehabilitated,  because 
the  subsidy  commitments  will  be  withdrawn 

The  Adainiatration  proposes  cancellition  of  hundreds  of 
thoufiartds  of  compits^nts  for  nev  or  rehabilitated  housing 
units,  already  approved  under  the  Section  8  and  public 
housing  programs.   Some  300,000  of  the  700,000  units  now 
"in  the  pipeline*  would  be  loat   This  loss  comes  at  a  time 
when  the  stock  of  affordable  rental  housing  units  is 
shrinking  rapidly  and  almost  one  fifth  of  all  construction 
workers  are  unemployed 

o    Rents  for  the  3  million  families  living  in  lower  income 

housing  would  be  sharply  Incressed.  The  Administration  will 
propose  legislation  to  require  tenants  to  pay  their  entire 
utility  bills  and  to  count  food  stAApa  as  income.  This 
could  double  or  treble  rents  for  many  households.   Rent 
incceases  vould  be  phased  in  over  five  years  (the  present 
10%  cap  on  rent  increases  would  be  raised  to  20%) • 

These  proposals  hit  hardest  on  vary  low  income  people,  who 
receive  the  maxiieusi  food  stamp  allotments.  Their  rents 
would  go  up  by  at  Itast  26%  of  the  value  of  their  food 
stamps  In  states  where  welfare  grants  are  very  low, 
families  on  welfare  would  have  very  little  cash  left  after 
paying  rant. 

The  proposal  that  tenants  pay  the  full  cost  of  their 
utilities  is  even  worse,  particularly  in  cold  climates  or 
older,  poorly  insulated  projects,  where  utility  bills 
average  well  over  $100  per  month. 

0    Federal  rant  subsidies  would  be  reduced  by  15-20%  in  the 

Section  8  existing  program  and  tenants  would  have  to  pay  the 
extra  costs  out  or  their  own  pockets,  along  with  the 
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^cs«M«d  ctnts.  It  would  b«  tven  harder  for  l«rg« 
hoiMoholds  to  find  quarttrs* 

This  would  b«  don«  und«r  tht  "modified  Section  8  existing 
pto^tam"  by  giving  csrtificstss  thst  cover  the  diffecence 
b«tvaen  30%  of  tenant  income  and  a  reduced  fair  market  rent 
(about  15-20%  below  present  levels  because  of  changes  in  bow 
it  would  b«  calculated}   Tenants  would  rhen  negotiate  their 
own  rents,  paying  less  if  they  could  find  a  place  for  leesi 
paying  the  extra  if  tbey  couldn't.,  even  with  present  fair 
market  cents  half  of  all  houaeholde  teceiving  Section  8 
certificates  ate  unable  to  find  units  within  their  alloted 
time  period  of  sixty  days. 

There  is  no  provision  in  this  new  voucher  program  to  prowida 
annual  adjustments  for  rent  increases*  Expiring  Saetion  8 
existing  contracts  are  to  be  converted  to  the  new  program. 

o    Some  public  housing  projects  would  have  to  close*  Services 
and  maintenance  would  have  to  be  curtailed  in  those 
remaining  open   Several  thousand  low  incoiae  families  living 
in  public  housing  would  be  displaced  because  their  homes 
would  be  demolished   the  level  of  operating  subsidies  for 
public  housing  is  simply  inadequate  to  maintain  itx  about 
two  thirds  of  estimated  need. 

o    Homeowners  facing  default  would  no  longer  receive  housing 
counseling  to  assist  them  in  retaining  their  homes*  The 
housing  counseling  program  would  be  ended* 

o    150,000  families  living  in  rent  supplement  projects  would 
have  no  assurance,  beyond  five  years,  that  they  would 
receive  housing  assistance*  Present  rent  supplement 
contracts  would  be  converted  to  Section  8  existing 
subsidies. 

o    The  rural  housing  programs  of  the  Farmers  Home 

Administration  would  be  cut  to  one-third  of  their  present 
level.  They  are  to  be  virtually  terminated  in  1984. 

In  short,  the  budget  proposals  offer  no  hope  to  low  income  people x 
either  to  those  now  living  in  low  Income  bousing  or  to  the  hundreds  of 
thousands  more  on  the  waiting  lists.  They  must  be  rejected. 

A  BRIEF  SUMMARY  OF  THE  REAGAN  HOUSIMG  PROPOSALS 

(Motet  This  material  is  reprinted,  with  permission,  from  a  Special 
Memorandum  on  the  1983  budget  of  the  Low  Income  Bousing  Information 
Service.  For  the  full,  20-page  summary,  including  tables  on  HOD  and 
Farmers  Home  Programs  and  other  budget  cuts,  send  a  self-addressed 
envelope  (6x9  or  larger)  with  37  cents  postage  on  it  to  LIHI8,  215  8th 
St,  N.E.,  Washington,  DC  20002.] 

The  budget  proposals  for  the  low  income  housing  programs  of  the 
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D«parta«nt  of  BoiMiAg  and  Urban  Davalopaant  elaarly  hav«  tvo 
obj«ctiv«fls 

First,  tananta  ara  to  baar  tha  aajor  burdan  of  cottlng  hooaing 
outlays.  Thia  would  be  done  primarily  throagb  cadaflning 
*ineoaa*  for  tba  purpoae  o£  calculating  tanaat  contribations  and 
by  lowaring  tba  'fair  mark at  raati"  on  vbicb  tba  aaount  of  tba 
snbsidy  in  •xisting  units  is  baaad* 

Sacondr  f^jnds  alfaady  appropfiatad  for  additional  low  income 
hoasinq  are  to  b«  racapturad.  Tbia  is  to  b«  dona  by  (1) 
i^Bcir^iinq   the  1SS2  appropriation  for  navly  constructad  oc 
substantially  rehabilitatad  unitsr  (2)  canctllinf  p to j acts  nov 
"in  tbe  plpallna*  foe  vhicb  aubsidy  cooDitsenta  have  baan  oada? 
and  (3)  convartlng  preaent  long-term  iubaidy  contracta^  whace 
posslbltf  to  sbort-tetii  contracts  witb  a  reduced  subsidy  baas* 
iritb  tba  axcaption  of  10,1100  unita  for  the  elder ly  and  30^000 
units  for  a  na«  rantal  cahabilitatioi)  pto^v&mt   And  ao&e  public 
boualng  aodarniiation#  all  recaptured  funda  ara  eithar  to  ba 
taturnad  to  tbe  Treasury  or  usad  to  convert  pretetit  tubs  idles  to 
sbortar  terns  or  lover  anoiinta^   Btidgct  authotity  for  low  incoaia 
bousing  to  be  rescinded  totals  $16*4  billion  for  19S2  and  1583 
alona*  Rascissions  ara  projactad  to  continua  tbroagh  198€* 

Tba  rural  bousing  prograas  of  tba  Faraars  Boaa  Adainistration  (FaHA) 
fare  aligbtly  better r  sustaining  a  two-tbirds  cat  in  prograa  laval  for 
1903 r  but  tbay  are  slated  to  ba  virtually  tarainatad  in  1984. 

THE  HXn)  B008XV6  BODGET 

Tbara  isn't  aucb  future  for  HQD's  housing  prograas  undar  tba  budgat 
proposals.   Tba  total  nuabar  of  bousaholds  receiving  bousing 
asaistanca  froa  HUD  in  1987  will  ba  alaoat  half  a  Billion  lowar  than 
it  would  ba  if  wa  just  bad  a  aoratoriua  on  new  coaaitaants  now,  and 
let  the  existing  stock  raaain  and  all  units  in  tba  pipalina  ba  built 
or  occupied. 

Tba  BtJD  budgat  includas  both  rascissions  of  1982  funds  and  proposals 
{iDoatly  rescissions)  for  1983.  Tha  cuts  and  prograa  changes  affact 
just  about  every  HDD  bousing  prograa. 

Prasidant  Raagan  bas  raquastad  rescission  of  tba  entire  1982 
appropriation  for  new  or  rababilitated  a sal at ed  housing  units #  azcapt 
for  Section  202  and  a  few  already  coBaitted  section  8  units.  This 
aaounts  to  99.4  billion  in  budget  authorit;y.  Also  to  be  raquastad  is 
rascission  of  911.2  billion  in  budget  authority  for  the  rant 
supplaaant  prograa,  ainca  170,000  anits  now  receiving  rant  supplaaants 
ara  to  ba  converted  to  Saction  8  axisting. 

On  top  of  tbasa  rascissions r  tba  Adninlatration  plane  to  racaptura 
$10.4  billion  froa  Saction  8,  public  housing,  and  rent  supplaaant 
funda  appropriated  in  prior  yaars   These  funds  vill  ba  reused  by  HDDr 
but  net-  for  tba  aost  partr  to  assist  additional  low  incoaa  faailias. 
Instead,  tbay  will  go  to  raplaca  tha  cancelled  long-tera  subsidy 
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contracts  with  Section  8  tzistlng  certificates  at  a  lower  subsidy 
lavsl  than  that  prog t am  now  proyidas. 

Tha  99.4  biUioa  rescission  covaring  1982  production  was  sent  to 
Congress  on  February  10   Congress  anst  approve  the  rescission  within 
45  days  for  it  to  take  effect* 

HDD's  low  incoae  housing  prograas  will  be  operating  on  recaptured 
funds  for  the  next  several  years*  This  means  that  any  additional 
units  that  are  pzo'^id%6   —  say  under  Section  202  or  tije  voucher 
progras  (called  'modified  Section  8  Existing*  by  SUD)  <-*  coae  froa 
losses  of  housing  subsidy  soaewhere  else.  HoreOTer#  as  the 
rescissions  make  clear,  the  proposal  is  to  return  a  substantial  aaoont 
of  the  recaptured  funds  to  the  Treasury. 

This  point  cannot  be  osrerenphadized.  The  1982  and  1983  resci— ions 
and  recaptures  of  BOD  budget  authority  total  39  S   billion*  TBSRI  All 
no  TUmt*   OE  UIOITIOHAL  OKITS  IH  TEE  BUD  BUDGET    WHATEVER  HUD  DOES  ZS 
1983  K3m   1983  WILL   BE  DONE  WITH  WHAT  IS  LEFT  OVEH  FROM  THE  940  BZLLXOI 
III  R£C|LPTDRES  AFTER  flfi  BILLIO»  OP  XT  IS  RESCIKDEO. 

Measured  in  budget  authority,  "savings*  from  BOD  low  incoae  hoosiag 
progress  will  total  a  whopping  983  billion  by  1987* 

SUBSIDIZED  PROGEAK  CHAHGES*  The  Reagan  budget  ends  new 
production  and  substantial  rehabilitsticin  under  the  Section  8  and 
public  housing  progress*  Moderate  rehabilitation  would  continue  this 
year  but  not  in  1983.  Except  for  5,000  units  to  be  saved  for  helping 
public  housing  tenants  displaced  by  desolitlon  of  their  projects #  the 
Section  8  existing  program  as  we  know  it  would  end* 

The  202  housing  for  the  elderly  and  handicapped  program  would  contiaoe 
without  rescission  for  1982,  and  is  proposed  at  a  net,  9 #000  unit 
level  for  1983. 

The  Indian  housing  program  would  end,  with  only  150  units  in  1982 r  and 
none  thereafter. 

The  basic  HUD  subsidized  housing  program,  starting  in  1983,  would 
be  a  voucher  or  "modified  Section  8  existing"  program*  The  HUD 
voucher  ifould  differ  from  the  present  Section  8  certificate  in  three 
major  ways.  First,  it  would  be  for  a  fixed  amount,  representing  the 
difference  between  30%  of  tenant  income  (including  any  food  stamps) 
and  the  fair  market  rent  fgr  existing  anlts  in  the  area*   A  voucher 
holder  finding  a  unit  for  iess  than  the  fair  market  rent  would  pay 
less  than  30%  of  income;  a  TOucher  holder  who  couldn't  find  anything 
suitable  without  paying  more  than  the  fair  market  rent  vould  have  to 
pay  more  than  30%  of  income.   Second p  there  vould  be  no  increase  in 
the  amount  to  reflect  rising  coats  utilities  etc   Tenants  would 
have  to  pay  any  annual  rent  increases  out  of  their  ovn  pockets 
Third,  it  would  be  worth  less  than  present  Section  8  certificates 
because  FMR's  would  be  recalctjlated,  and  reduced  by  15-Z0%   Present 
Section  8  contracts  (between  HOD  and  the  administering  agency)  would 
be  modified  when  they  expire* 
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Th«  othtr  HOD  housing  progrui  contained  in  ths  1983  budget  is   a  cental 
rebabilitatiOEi  proqrui.  This  progrui  was  dascribed  by  a  top  BDD 
oCficlAl,  in   an  apparent  slip  of  tha  tongusr  as  a  *cattgorlcal  hlock 
grant  ptograff'^   BDD  voald  allocate  $150  aillion  to  conrauniti«a  to  pa7 
half  the  cost  of  tahabilitating  cental  unitSr  undar  vtty   general 
prograjn  guidellneai.  Tenants  pctsantly  living  in  the  LmitJr  or  wishing 
to  do  so,  could  get  vouchers r  and  30^000  have  baan  set  a si da  for  this. 
The  rental  rehabilitation  program  repiacas  tha  "312*  and  Saction  8  . 
modarata  rahab  programs. 

PUBLIC  BOnsiHG    Public  housing  oparating  subsidies  ara  naadad 
to  cover  the  gap  between  incoma  frosi  tenant  rents  and  tha  cost  of 
oparating  projects^   One  of  the  major  reasons  for  tha  poor  condition 
of  some  public  housing  projects  is  that  oparating  subsidies  have  baan 
inadequate. 

BUD  uses  a  formular  tha  "Performance  Funding  System"  or  "PPS"  to  sat 
the  level  of  operating  subsidies  for  each  authority.  The  PFS  has  baan 
criticized  on  several  grounds:   (1)  it  is  almost  incomprehensible;  (2) 
it  does  not  cover  the  full  need;  (3)  it  provides  no  incentives  or 
revard  for  efficiency.  At  Congress'  behest,  BUD  is  now  studying 
alternatives  to  PPS.  Meanwhile,  it  is  still  in  use. 

The  1983  budget  requests  11,075  million  for  operating  subsidies.  This 
is  about  tvo-thirds  of  the  amount  that  would  ba  needed  for  full  PPS 
funding  and  IZ7  million  Ia^a   than  actual  1981  operating  subsidies, 
including  the  supplementals  to  cover  the  1981  shortfall  because  of 
rising  utility  costs. 

The  level  of  operating  subsidies,  and  the  future  of  public  housing, 
will  be  major  issues  this  year.  There  is  growing  pressure  to  remove 
the  30%  ceiling  on  tenant  rents  and  to  give  local  public  housing 
agencies  far  more  freedom  to  run  their  programs.  Proposals  vary  from 
removing  red  tape  to  letting  authorities  set  their  own  rents  and 
income  limits 

The  public  housing  modernisation,  or  "comprehensive  imptoveaent'  ^' 
program  will  be  continued,  but  no  more  than  11.8  billion  in  budget 
authority  can  be  spent  In  1982  or  1983.  Moreover,  housing  authorities 
with  new  projacta  'in  the  pipeline"  will  be  able  to  get  moderniiatlon 
money  only  by  cancelling  those  projects.  In  1982,  fl  billion  of  thesa 
recaptured  funds  can  be  reused  on  a  dollar  for  dollar  basis.  Another 
billion  is  estima' td  to  become  available  on  a  50%  recapture  basis. 
Some  $300  million  vill  qo   to  aatborities  without  recaptured  funds.   In 
1983,  $1.3  billion  of  moderniration  money  will  come  from  recapturing 
$2.6  billion  in  new  public  housing.  HUD  vUl  use  $500  million  of  its 
"profits"  on  this  transaction  for  modernisation  by  other  authorities, 
and  the  rest  will  be  rescinded. 

RENT  SUPPLEMENTS.   There  are  almost  160,000  units  racaivlAg 
assistance  under  EUD's  rent  supplement  program,  initiated  in  the 
1960 *s.  As  costs  have  risen,  the  rent  supplement,  which  is  a  fixed 
amount  for  a  forty-year  contract,  has  not  been  adequate  to  cover  the 
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full  dlfftrtnct  betw««n  25%  of  tenant  income  and  tha  coat  of  opacating 
the  project.  So,  rent  aupplement  contracts  have  been  aaiended* 
Several  years  ago,  HUD  started  converting  rent  supplement  contracts  to 
Section  8,  and  there  have  been  many  rescissions  of  rent  supplement 
funds  as  this  has  happened.  "" 

One  major  problem  with  this  approach  is  that  long-term  contracts, 
which  have  thirty  years  or  more  to  run,  are  replaced  with  shorter  tars 
Section  8  existing  contracts.  This  provides  a  more  adequatm  subsidy 
for  the  short  run,  but  no  assurance  —  as  federal  housing  programs  art 
being  dismantled  —  that  the  projects  will  remain  available  for  low 
income  people. 

HDD  will  obligate  juat  about  all  of  the  1982  money  that  remains  after 
the  rescission  to  convert  160,000  rent  supplement  units  to  Section  8 
existing  over  a  three-year  period.  Meanwhile ,  it  will  propose 
rescission  of  $2.8  billion  in  1982  and  again  in  1983. 

SECTION  236.  The  536,000  units  in  the  Section  236  program  will 
have  to  get  along  with  deep  subsidy  funds  already  available  through 
recapture.  These  funds  will  run  out  by  the  end  of  1983,  and  236 
projects  needing  additional  deep  subsidy  funds  thereafter  will  bm 
converted  to  Section  8  existing. 

Some  145,000  Section  236  units  are  now  receiving  Section  8  subsidieSf 
mostly  under  the  so-called  loan  management  program,  initiated  whmn  the 
fixed  interest' subsidy  for  Sei:tion  23 e' became  inadequate,  as  a  way  of 
preventing  default.  Although  Section  8  contracts  provide  for  annual 
increases  reflecting  rising  costs,  these  increases  will  be  capped  at 
5%. 

No  new  funds  are  proposed  for  the  troubled  projects  program.  Hovarer, 
$24  million  is  expected  to  become  available  through  transfer  froai  the 
fund  in  which  excess  Section  236  rents  had  been  deposited  during  the 
early  years  of  the  program.  With  carry-over,  HUD  estimates  that  it 
will  have  funds  to  help  276  troubled  projects  in  1982  (128  of  tham 
getting  their  aecond  yeftt  and  98  troubled  projects  in  1983.  Except 
for  projects  giv«ji  two-y«ar  commitments  in  1981,  all  projects  will 
receive  funds  for  one  year  only. 

OTHER  HUD  PROGRAMS.  Housing  counseling  would  be  ended*  Fair 
housing  would  have  the  1982  cut  in  funds  for  fair  housing  assistance 
restored.   Drban  homesteadina  would  get  $12  million.   $3  million  of 
this  will  be  used  £or  a  multifamily  deinonatration  program,  estimated 
to  handle  15  buildings  averaging  30  units  each.  The  312 
rehabilitation  program  would  stop,  not  even  being  able  to  relend  loan 
repayments.  There  would  be  no  more  GNMA  tandem  funds  to  finance 
rental  housing  construction. 

The  community  development  and  urban  development  action  grant  programs 
would  be  funded  at  their  1982  levels,  well  below  1981. 
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ROllAL  HOUSIHG  PROGRAMS  —  TBB  FARMERS  BONE  BODGET 

Th«  Pamirs  Bom«  Ad^iijiflt ration  (FmSA>  is  a  major  victia  of  tha 
Adaiinistcation'8  tffoct  to  cut  back  on  fadaral  credit  prograns.  Tha 
ONB  philosophy  appears  to  be  that  a  dollar  lent  is  a  dollar  spent r 
even  though  it  gets  paid  &ac>c  eventually # 

Therefore^  th«  Fdi^A  housing  programs  are  cut  by  two-thirds  in  1983. 
The  total  cut  In  FmEA  lending  aci:i^lti«s  for  housing  is  13  billion. 
This  aeans  a  loss  of  over  60,000  subaldtzed  units  and  another  12 r 000 
■oderate  income,  unsubsidixed  loans - 

Under  the  Reagan  budget,  PbHA  would  be  able  to  finance  20,000  loans 
under  the  502  pro^raa  fot  hoa«  ovnershlpir  about  6,000  very  low  incoae 
hoae  repair  grants,  less  than  $,600   cental  housing  units  under  the  515 
program,  and  about  1000  farm  labor  housing  units. 

Deepest  cuts  come  in  the  502  and  515  programs.  Some  rural  rental 
assistance  is  requested,  but  because  many  present  contracts  expire  and 
need  to  be  renewed,  no  additional  units  will  receive  rural  rental 
assistance. 

TAX  BXPEMDZTURES 

The  largest  bousing  expenditures  in  the  budget  have  little  to  do  with 
either  HUD  ot   fmHA,  Instead,'  they  are  the  "tax  expenditures"  resulting 
froffl  housing -related  income  tax  deductions.  Each  year,  these  are 
estiinated  and^  in  theory  at  least.  Congress  can  regulate  them. 

Housing-related  tax  expenditures  for  1983  are  estimated  to  top  143 
billion^  with  «38.5  billion  of  this  going  to  home  owners  There  is  a 
t5.9  billion  increase  from  1982  to  1983,  and  a  $4.6  billion  increase 
between  1981  and  1982. 

Very  little  of  this  money  goes  to  low  and  moderate  income  people  who, 
even  though  they  may  be  home  owners,  do  not  itemize  their  deductions. 
Host  of  it  goes  to  people  in  the  top  10%  of  the  income  distribution. 

There  are  also  some  tax  expenditures  to  aid  in  rental  housing 
investment.  But  these  are  trivial  compared  to  home  owner  deductions. 

Finally,  the  1983  tax  expenditures  include  almost  93  billion  as  the 
cost  of  "all  saver's  certificates"  —  an  effort  to  help  savings  and 
loans  caught  in  a  bind  by  rising  interest  costs.  This  single  item  is 
almost  five  times  as  costly  as  the  increase  in  HUD's  low  income 
bousing  payments.  It  is  twice  the  amount  needed  for  an  adequate  level 
of  public  housing  operating  subsidies. 
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KEY  COMMITTEES  HANDLING  HOUSING  LEGISLATION 

Mtabtrs  llsctd  In  ordtr  of  s«nloriC7.   Addrtss  for  all  House  mtmbrnxs    is: 
[nams],  Houss  of  Rsprsssntacivss;   Washingcon,  DC  2051S.   Addrsss  for  all 
Stnators  is:   [name],  U.S.  Sanaca;  Washington,  DC  20S10.  Talaphona  nuabar  for 
U.S.  Caplcol  is  202-224-.3121;  Chan  ask  for  your  Senator  or  Raprasancaclva  by 


HOUSE  BUDGET  COMMITTEE 

Damocracs;  Jaaas  R.  Jonas,  OK,  Chaiman;  Jia  Wright,  TX;  David  R.  Obay,  VI; 
Paul  M.  Simon,  IL;  Norman  Hinata,  CA;  Jim  Mattox,  TX;  Staphan  Solars,  NY; 
Timothy  E.  Wlrth,  CO;  Laon  Panatta,  CA;  Richard  A.  Gephardt,  MO;  Bill 
Nelson,  FL;  Les  Aspin,  WI;  W.  G.  (Bill)  Hefner,  NC;  Thoaws  J.  Do«mey,  NY; 
Adam  Benjamin,  Jr.,  IN;  Brian  J.  Donnelly,  MA;  Michael  Lowry,  HA;  Phil 
Gramm,  TX. 

Republicans:  Delbert  L.  Latta,  OH,  Ranking  Minority  Member;  Ralph  S.  Regula, 
OH;  Bud  Shuster,  PA;  Bill  Frensel,  MN;  Jack  F.  Kemp,  NY;  James  G.  Martla. 
NC;  Paul  S.  Tribla,  Jr.,  VA;  Ed  Bethune,  AR;  Lynn  Martin,  IL;  Albert  Ue 
Smith,  Jr.,  AL;  W.  Eugene  (Gene)  Johnston,  NC;  Bobbi  Fiedler,  CA. 

SENATE  BUDGET  COMMITTEE 

Republicans:  Pata  V.  Domenici,  NM,  Chairman;  William  L.  Armstrong,  CO;  Nancy 
Landon  Kassabaum,  KS;  Rudolph  E.  Boschwicz,  MN;  Orrln  G.  Hatch,  UT;  John  G. 
Tower,  TX;  Mark  Andraws,  'ND;  Stavan  D.  'Syatas,  ID;' Charles  E.  Grassley,  lA; 
Robert  W.  Kastan,  WI;  Dan  Quay la,  IN;  Slade  Gorton,  WA. 

Democrats;  Ernest  F.  Hollings,  SC,  Ranking  Minority  Member;  Lawton  Chiles, 
FL;  Joseph  R.  Biden,  Jr.,  OE;  J.  Bennett  Johnston,  Jr.,  LA;  James  t.  Sassmrt 
TN;  Gary  Hart,  CO;  Howard  M.  Metsenbaum,  OH;  Donald  W.  Riegle,  Jr.,  MI; 
Daniel  P.  Moynlhan,  NY;  J.  James  Exon,  NE. 

HOUSE  BANKING,  FINANCE,  AND  URBAN  AFFAIRS  COISnTTEE 
(Housing  Subcommlctae  members  underlined) 

Democrats:  Fernand  J.  St.  Germain,  RI,  Chairman;  Henry  S.  Reuss,  WI;  Henry  B. 
Gonzalez,  TX  (Chairman,  Housing  Subcommlctae);  Joseph  G.  Minish,  NJ;  Frank 
Annunzio,  IL;  Parran  J.  Mitchell,  MD;  Waltar  E.  Fauntroy,  DC;  Stephen  L. 
Neal,  NC;  Jerry  M.  Pattarson,  CA;  James  J.  Blanchard.  MI;  Carroll  Hubbard. 
Jr,  KY;  John  J.  LaFalca,  NY;  David  W.  Evans.  IN;  Norman  E.  D' Amours.  wSi 
Scanlay  N.  Lundine,  NY;  Mary  Rose  Oakar,  OH;  Jim  Mattox,  TX;  Bruce  F.  Vento. 
MN;  Doug  Barnard,  Jr.,  GA;  Robert  Gere  la,  NY;  Mike  LoyrYt  WA;  Charles  E. 
Schumer,  NY;  Barney  Frank,  MA;  William  N.  Patman.  TX;  William  J.  Coyne.  PAt 
Stany  H.  Hoyer,  MD. 

F.^publ leans:  J.  William  Stanton,  OH;  Chalmers  P.  Wylie.  OH;  Stewart  B. 
McKinney,  CT;  Ceorga  Hansen,  ID;  Jim  Leach,  lA;  Thomas  B.  Evans.  Jr.,  OE;  Ron 
Paul,  TX;  Ed  Bethune,  AR;  Norman  R.  Shumway,  CA;Stan  Parr  is,  VA;  Edward  F. 
Weber,  OH;  Bill  McCoUum,  FL;  Gragory  W.  Carman,  NY;  (>eorge  C.  Wort  ley.  NY; 
Marge  Roukeme ,  NJ;  William  D.  Lowery,  CA;  James  J.  Coyne.  PA;  Doutles  K. 
Bereucer,  NB;  David  Draiar,  CA. 
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SBRATI  BANKIIIG,  BOUSUIG,  AMD  tJUAN  AFFAIIS  CCMflTTEK 
(Housing  SubcomictM  ■Mibiri  uad«rlln«d;  Rural  Housing  Subcoanlccto  in  capl- 

Rooubllcsnsi  Jsko  Gmn,  UT,  Chslraltn;  John  Towr.  TX;  John  HIIM2.  PA;  Willi— 
L.  AHMtront,  CO;  Richard  G.  LUGAR.  IH  (Chslnmn.  Housing  SubcoMlccts); 
Alfonss  M.  D'AMto.  NY;  John  H.  Chsfso.  Rl;  Hsrrlson  "Jsck"  SCHMITT,  MM 
(ChalnMn.  Rursl  Housing  Subcoani^oo). 

Dsflwcrats:  Hsrrlson  A.  Wllllsas.  Jr..  NJ  (ranking  alnorley  oMaibar  of  full 
coamltcsa  and  housing  subco— Itf );  Wllllasi  Proaailra*  WI;  Alan- Cranston,  CA; 
Donald  W.  RlatU.  Jr«.  MZ;  Paul  S.  Sarbanas.  MD;  Chrlseophar  J.  0000,  CT; 
Alan  J.  OIXOM,  IL  (ranking- alnor icy  aMflibar,  rural  housing  subcoanlctaa.) 

aOUSR  APPROPRIATIOIIS  CQIiflTTER 
(HUD  SubcoBMletaa  undarllnad;.  Agrleulcura  Subcoanicca*.  handling  FariMrs 
••  in  capitals) 


0— ocratst  Jaala  L.  VHITTEM,  MS,  Chalraan  (also  chairs  Agrlcultura  SubcooK- 
■Ittaa);  Edward  P.  Boland.  MA  (chairs  HUD  SubcoMlttaa);  tfllllaa  H.  HATCHER, 
KY;  Naal  Salth,  lA;  Josaph  P.  Addabbo,  NY;  Claranca  0.  Long»  MD;  Sldnay  R. 
Yatas,  IL;  David  R.  Obay,  VI;  Edvard  R.  Roybal,  CA;  Louis  St okas.  OH;  Ton 
Bavlll,  AL;  Bill  Chappall,  Jr.,  FL;  Bill  ALEXANDER.  AR;  John  P.  Murtha,  PA; 
Bob  TRA3CLER.  MI;  Josaph  0.  Early,  MA;  Charlas  Wilson,  TX;  Lindy  Boggs.  LA; 
Adaa  Banjaain,  Jr*^  IN;  Nonsan  0«  Dicks,  WA;  Matthaw  F.  MCHUGH,  NY;  Bo  Ginn, 
GA;  Williaa  Lahman,  FL;  Jack  HIGHTOWER,  TX;  Martin  Olav  Sabo.  MM;  Julian 
Dixon,  CA;  Vic  Fasie,  CA;  W.  G.  (Bill)  Hafnar,  NC;  Us  AuCoin,  OR;  Danial  K. 
AKAKA,  HI;  W«s  WATKIMS,  OK;  Willlsm  H.  Gray,  III,  PA;  Barnard  J.  D«fyar,  NJ. 

Ra publicans:  Silvio  0.  Contt,  MA,  Ranking  Minority  Mambar;  Josaph  M.  McDada, 
PA;  Jack  Edwards,  AL;  John  T.  MYERS,  IN;  J.  Kannath  ROBINSON,  VA;  Claranca  E. 
Millar,  OH;  Uvranca  Cough  I  in.  PA;  C.  W.  Bill  Young.  FL;  Jack  F.  Ktmp,  NY; 
Ralph  S.  Ragula,  OH;  Clair  W.  Burganar,  CA;  Gaorga  M.  0' Brian,  IL;  Virginia 
SMITH,  NE  (Tanking  minority  isaabar  of  Agrlcultura  Subcoanlttaa);  Eldon  Rudd, 
AZ;  Carl  D.  Pursall,  MI;  Mickay  Edwards,  OK;  Robart  L.  Livingston,  LA;  S^ 
Williaa  Graan,  NY  (ranking  ainorlty  aaabar,  HUD  Subcoaaittaa);  Toa  Loafflar, 
TX;  Jarry  LEWIS,  (^;  Carroll  A.  Caapball,  Jr.,  SC;  John  E.  Portar,  IL. 

SENATE  APPROPRIATIONS  COMMITTEE 
(HUD  Subcoaaittaa  undarllnad;  Agrlcultura  Subcoaaittaa  in  capitals). 

Rapublicans;  Mark  0.  Hacfialdj  OR,  Chairman;  tad  Stavans,  AK;  Lowall  P. 
Waickar.  Jr.,  CT;  Jaaas  A.  MCCLURE,  ID;  Paul  Uxalt.  NV;  Jaka  Garn,  UT 
(chairman,  HUD  Subcoaaittaa);  Harrison  '*Jack"  Schmitt,  NM;  Thad  COCHRAN,  MS; 
Mark  ANDREWS,  ND;  Jaaas  ABDNOR,  SD;  Robart  W.  KASTEN,  WI;  Alfonsa  M.  D'Aaato, 
NY;  Mack  MATTINGLY,  GA;  Warran  Rudaan,  NH;  Arlan  SPECTER ^  PA. 

Oaaocrats:  Williaa  Proxaira,  WI,  Ranking  Minority  Maabar;  John  C.  STENNIS,  MS 
(Chalraan,  Agriculturt  Subcoomittta);  Robart  C.  BYRD,  WV;  Oanial  K.  Inouya, 
HI;  Emast  F.  Hollings,  SC;  Thoaas  F.  EAGLETON,  MO  (ranking  ainorlty  aaabar, 
Agriculturt  Subcoaaittta);  Lawton  CHILES,  FL;  J.  Bannatt  Johnston,  LA;  Waltar 
D.  Huddla«ton,  KY  (ranking  minority  aaabar,  HUD  Subcoaaittaa);  Quantin 
BURDICK,  ND;  Patrick  Uahy,  VT;  Jaaas  R.  SASSER.  TN;  Dannls  DaConclni,  AZ; 
Da la  Buapars,  AR. 
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IF  YOU  BAVBH'T  SEHT  08  A  CBBCX  TWTg  YgAg-  TQU  GWE  US  OUBSl 

eitas«  h«lp  US  conserve  our  tijM  and  limitad  funds  by  ••nding  in  your 
Btabar ship/contribution  —  as  much  as  you  can  afford*  Doing  it  now 
will  sava  us  sanding  you  a  bill. 

ORGJUlllATIONAL  MEMBBRSHIPS :  National  organisations r  contribatiag 
stata  and  local  organizations,  $100;  fadarally  funded 
organizations  sarving  low  Incoma  paopla,  $50;  Organizations 
vhosa  maabarship  and  boards  ara  priaarily  low  ineoaa  paoplaf  910i 
Othar  stata  and  local  organizations r  $25;  Sponsoring 
organizations,  $250;  Supporting  organizations,  $500;  Sustaiaiag 
organizations r  $1000. 

INDIVIDUAL  MEMBERSHIPS:  Ragular,  $25;  Ganaral,  $10;  Sponsoringr 
$100;  Supporting r  $250;  Sustaining ,  $500. 

CORRECT  ADDRESS  LABEL  BELOW,  AS  NEEDED. 

YOUR  PHONE  NUMBER,  WITH  AREA  CODE  


CONGRESSIONAL  DISTRICT  OR  REPRESENTATIVE 


THANES  IN  ADVANCE.  YOUR  CANCELLED  CHECK  IS  YOUR  RECEIPT. 
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ECONOMIC  AND  OPERATIONAL  IMPACT 
ON  THE  PUBLIC  HOUSING  PROGRAM  IN  MONTGOMERY  COUNTY.  mRYlAND 

i  Rtagan  Adnint strati on  has  proposed  a  series  of  budget  recomnendatlons 
"  the  Etepartment  of  Housfng  and  Urban  Development's  FY  '83  budget  that 
i1   result  in  nearly  total  abandonment  of  the  national  commitment  to  the 
svlslon  of  decent,  affordable,  and  suitable  living  environments  for  low 
i  moderate  income  people. 

fie  these  proposa  s  are  far-reaching  and  affect  nearly  all  of  HUO's  current 
>grants,  this  discussion  will  focus  on  recommended  changes  In  the  Public  Housing 
jgram*  and    Is  Impact  on  the  Housing  Opportunities  Commission  of  Montgomery 
jnty,  Maryland. 

will  be  evident  in  the  discussion  below,  the  consequences,  if  these  proposals 

enacted,  will   be  devastating  to  the  Conmi     Ion      opera tijjn.     An  impact 
itement  from  each  of  the  jurisdictions     n  the  WashingtOfi  metropo!   tftri  area 

needed,  however,  to  determinj^  a^jgregate  economical,  social       nd  poHtfca 
Plications  of  these  reconwwndations       in  Montgomery  County,  the  S.S0O  people 
siding  in  1,038  public  housing  units  are  threatened  by  these  proposals,  as 
II  as  HOC's  waiting      st  of  over  9  500  house^clds.     Not  only  will  we  be  unable 

address  the  low-income  housing  needs  of  the  1980's,  In  all  lllcellhood,  we  will 

unable  to  continue  to  meet  the  shelter  needs  of  our  current  resident  population. 

I.     RECOMMENDATIONS  FOR  PUBLIC  HOUSING  PROGRAMS/ IMPACT  ON  HOUSING  OPPOR- 
TUNITIES COWISSION 

Topic:     Public  Housfng  Production 

Reconir>eridationi     No  funds   requested  for  FY   '83,  with  FY   '82  fundi 
approjirjated  proposed  for  rgcisipn.  '  ^^ 

Impact:     A  dramatic  halt  to  housing  production  for  low  Income " families. 
Inability  of  HOC  to  address  the  housing  needs  of  over  9  500  eligible 
applicants  (on  HOC  s  wa  ting      st)  are  obvious  conse«|uences .     Montgomery 
County's  apartment  vacancy  rate  is  consistently  runrting  below  two  i>er  cent 
and  approximfltely  11,600  rental  units  have  been  lost  through  condominium 
conversion  over  the  last  five  years      The  County  housing  marlEet,  in  general, 
is  tight  and  expensive  with  the  median  home  price  at  S87,S4S  in  igsi. 
With  the  corstructfqn  of  rental  units  steadily  declining,  the  absence  of 
public  hous  ng  pnjducticin  funds  will  translate  into  a  trickle  of  units  In 
1983,  and  a  complete  cessation  in  1984.     Realization  of  our  most  optimistic 
projections  will   result  in  a  mere  59  units  of  public  housing  in  1983-84, 
although  these  may  also  be  subject  to  reels  ion. 

Topic:     Public.  Houiinq  ftent  Oetertnlnations 

ReconrtendatfQn: 

-  Food  stamps  counted  as  income; 

-  Establishment  of  minimum  rents  equal   to  cost  of  utilities; 
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"     Rent  conputed  on  gross  incone; 

-  Rent  to  Incone  ratio  30  per  cent  for  new  tenants  with  a  phased-ln 
escalation  In  rents.  For  current  tenants  over  the  next  five  yeers, 

a  27  per  cent  Increase  will  occur  In  1983  with  a  one  per  cent  Increase 
each  year  through  1986. 

Impact:  Preliminary  calculations  indicate  that  beginning  in  FY  '83,  HOC 
tenants  would  be  faced  with  rent  increases  of  up  to  ten  per  cent  annually, 
the  current  mandated  cap  for  annual  rent  Increases.  HUD  has  Indicated 
that  they  will  seek  raising  the  cap  on  annual  rent  Increases  to  ZO  per  cent. 
With  rent  increases  this  drastic,  many  low  incone  households  will  choose, 
or  be  forced,  to  move.  Rent  delinquency  rates  will  rise  at  a  rapid  pace 
along  with  massive  evictions.  Overcrowded  conditions  will  prevail  and  a 
spill -over  effect  to  substandard  private  housing  in  Montgomery  County  and 
adjoining  jurisdictions  can  be  expected. 

Topic:  Public  Housing  Operating  Subsidies 

Recommendations: 

-  Opposed  to  any  add-on  to  1982  appropriation  bill,  such  as  the 
$148  million  intended  to  apply  retroactively  to  1981  operating 
subsidy  requirements; 

-  1983  appropriation  level  will  be  reduced  based  upon  Increased 
rental  revenues  resulting  from  changes  in  rent  computation  high- 
lighted above; 

-  Reductions  in  the  number  of  units  under  management  attributable  to 
0  Deobligation  of  units  in  construction  pipeline, 

0  A  deliberate  policy  of  closing  down  the  most  expensive  projects. 

Impact:  There  are  only  two  major  sources  of  operating  funds  for  HOC  pub- 
lie  housing  -  HUD  operating  subsidy  payments  and  tenant  rents.  The  pro- 
posal would  reduce  HUD  operatinq  subsidy  to  97.9  per  cent  of  PFS  In  1982 
and  38  per  cent  of  PFS  in  1986.  For  HOC,  this  translates  to  $765,942  in 
operating  subsidies  in  1982  and  $335,474  in  1986.  The  proposed  rise  in 
tenant  rents  will  not  compensate  for  projected  deficits  through  FY  '86. 
Enactment  of  these  proposals  anticipates  the  following  worst  case  scenarios 
for  HOC  and  other  PHA's: 

-  Critical  cash  flow  problems  leading  to  cut-off  of  utilities  and 
other  essentia]  services; 
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-  Need  for  Increased  fiscal  support  from  County  government.  This 
Is  not  probable.  In  fact,  current  support  levels  are  diminishing; 

-  Tenant  Services  Program  will  be  cut  back,  resulting  in  higher  case- 
loads and  reduced  levels  of  service; 

-  Massive  reductions  In  HOC  personnel  and  the  inability  to  maintain 
properties  In  standard,  liveable  condition; 

-  Reduced  rent  rolls,  vacant  and  vandalized  units; 

-  Rent  strikes,  perhaps  tenant  riots  resulting  in  irreparable  damage 
to  families  and  housing  units; 

-  Litigation,  bankruptcy  and  receivership  of  the  Agency. 

These  are  not  over- dramatized  statements,  rather,  they  are  real  possibilitli 

Topic:  Public  Housing  Modernization  (C.I. A. P.) 

Recownendations:  PHA's  will  be  allowed  to  use  50  per  cent  of  any 
funds  now  obligated  in  the  public  housing  pre-construction  pipeline  for 
public  housing  modernization.  It  is  expected  that  75  per  cent  of  the 
pipeline  will  be  deobli gated  and  the  50/50  rule  applied  to  these  funds. 
The  other  50  per  cent  will  be  proposed  for  recislon.   Energy  conserva- 
tion will  be  a  modernization  priority. 

Impact:  Recaptures  cannot  be  achieved  rapidly  enough  in  FY  '82  to  be 
used  for  funding  modernization  programs,  and  the  legal  restrictions  on 
the  use  of  recaptured  funds  would  prevent  its  use  in  many  areas.  This 
proposal  would  require  HUD  to  ask  Congress  for  authority  to  reprogram  the 
use  of  recaptured  funds  at  the  same  time  that  it  is  requesting  massive 
recislon  —  including  a  recislon  of  authority  specifically  provided  by 
Congress  for  modernization.  HOC  would  stand  to  lose  over  $250,000  in 
modernization  funds  In  1984  under  this  proposal.  Deferred  maintenance 
would  result  in  gradual  deterioration  of  the  inventory.  The  stereotype 
of  public  housing  units  would  become  a  stark  reality. 
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Federal  tax  reform  urged  to  assist  renters^  rental  housing 
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O0MC»BS8iONAL  BBOOUO— HOUn 


April  H,  1980 
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St  MBMHlaa      MKMHlaM.    Mr  WMHlik   «l 


■  li    a«**itaib«fkitotv.-'* 


l>ftMI 


•  9M«Mm*0MI%     B**r  bb«  I 


»  feM  10^  bMB  Mtfml  paOoy  to  •»- 

W^l^llllMIII  ■  II  Mill  j;  ■—  tfc>  gam—  ft        jr»  tM  <i<Mll—  tfct  ■»  gWMMBt 

pn«MB    alaaag    lUiaaitol    ibiwiIim    tor    —  »ifc  laliMna  mA  iMl  I— — iw  to  »■ 


ftoi  «•«■•-     v^^"'  *4*  *^  i^«4  ■•  <PT  « 
I  M1,AM  to      1"^  ^^*  ■ 


I  M«  «C  «»  to»  port  «c  toi» 

•«.  ym  tmwui  Ifcttotototo  to 

.to  toiuBt  m^mamm  tmm  ^Mt 

t^i  and  M  aa  totoMaa  katft*.    toaoa*  toooaaa  toOM  tovottoat  ■•  tofSoaM 

9 1^  jwuujTtoa Himilt  pMfc.    iiH^OTm*toBtoiv«0BMriwtonrttMS. 

SwSrTMN  an  M  >ritol«t  iMitH  tos  to*  pwMr  to*  pstoaltol  tos  Miil^p  ito  1^  ■tOMDa  HdMito  b  ■  h«  pmton 
toiliiiiiinHi  for  taMata  aai  to*  oMttol  pOm  atoMpto  tf  «m1i  tonkto  toMiw  it  «KMt.  ■''^  »  i'^  *»  ^^  "^  ^i^mia  ddv 
■««wM^n  an  ao«  ivplta^to.  Wblto  MM    »»UWP  iHiirHina  woto«iitoiitoaaiMt     kaB«*urik^«tinlartr  ttiM»  i*Ma  cut- 

bfatarttnti  It  lap ;■■«»'  fc"^*  »  ■ 


l&^^«-fi£r.  'IS  '«  'IS 


rtfsi^MBiv&fftofSSMSif  ''^  ^ 


2  h>  K  leo.an  houm.  tub  «A«nM  evHal  vtaa 

8  |i>4  FuK  bwa  t>n4  «tt*  IbHB  f«an.  Btfort 

n  IBTflL    ■  P4THK1  wtia  tota^B^  tola  toAiOH 

B  faouM  tud  Ml  Lt  ma  toQjM'  '^rMnai-v^ 

*"  MitM,  Aikd  tr  b*  l»«w  add  QM  iMirt  fbr.  a^ 


tfitt*  lac  hr  N4ttMfi<  toat  Vbfm  b«oa»  b«  la,- 
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a.  Tka  tos-4k«a   tov«>M«   toaaaM  IMmb  AaoOar  vw  to  leak  to  toa  iOmIb  oT  a        ■lalaai  uaaiiMf  aif 

■MT-aaaopaad  baoatag.  Ovnan  to  aOMI^  pNgiaaMva  lato  toaaaaa  tos  (IWMa  S)  li  to       tka  prtaaipai  aoMHi 

nta«  to  BBMidg  toa  to^pyir  to  toa  IMt  totogMl  nfcatHw  yy  <—  »■ 

toiuel  toa  •^aC  araiit  soBflaH  tmm  mmA  a«Ml  to  atoatt  HiimihiibiKi^  * 

a^toaanataC  >t%  at toa aawrt  ■iiniap  numil.  A MWt  part  oT  toa 


aa  MftS  laaa 

1  V.  to  ft  naiM  ac 


al  a  iiiiiliimi  if  aaetoar.  toaaa  laiiiailn  pa|w  la  atoftoai  STtoa  €•«  tos  toMfea^  aM pMMtoM aftato^ a rwiiV pvt aC  toa 

towaa  ia  f  wuMnH  witoto  M  laaytta  jar  to  CflaMI  ta«  aai^M*  »to  ««M  ttpi  M  laMil  koaatot  toSS^f. 

to»liBrinibirtoaiatoialaHa<aaag''to<o  ia«aaa«toaaaflaalltof««.  t.  ika  »iv«%  Itovaallto 

"Y^a^JSTtinia  iiiiiiiinB  Mm  toi  rf  m  ft  Oillliliniii fWilihaaatlMtoaaa^  a.fiiiuial<aPiiiiiiiiMlii.WiiMj  liw 

H  tlWjfffff  flf  irairital  gahw  ftma  tot  aalt  af  topafaaawaaatoip  aC  toa  "bafty  baaaif*  af  toa  MMK  toaaa  aav 

•  patafllpat  laaldaaaa  by  a  toipafar  apto  M  ^  Owtotoly  aaa  •<*>_■■»>>■■■■_«■  J»  >— '**«i ■?  — "^ •■^g*!'^  *!*! 

^  ^^v  ^  ttaa  total  MM^aoi  tf  Ml  a^B  If  baaaiavaan  to  iae«8  jaaia  aaa  aaaa  toa  aia  aav  aaMatot  aaaa  bttof  Mtoit  aaa  toto 

^^^                    « 1  ^«  ■  totoiato  to  toa  totoa  ar  «fci»  baatoB.  A  to-  abiapBiMnBliiBiiHUtoaaatoMMtototoa 


aaaft  papar  bf  toa  I 


■»>    MB  MMU  aaaaan  ar  toa  lapM  • 
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ttMBUBbwarimaaholdtaMtfaaBarvoaiit                                                            f emMr  nntal  oatt*  has  tadaoad  aMV  IHi^ 

^aiSrSSJmmSi^^^SfvnAaSiM.  IMU  «r-l«a  wocxa  rat  toiafO  iTBtt  lort*  to  fa  tte  •anwHaB  noM. 

uMs  or  MdMty.  maeb  or  tlM  earNBi  tfMuuia  BW-iMi  u.  wo  rwmut  r»*  tjm»  aumm  wt  mmm  m* 

iiterwltHwiyMll.low— mt«MMM»hon>-    _^_^_  laMOfB  xw  ««  oomob  HnHMa  «» tw 

taC.  W««  tt  aa«  Cor  tlM  ■wHow  bontown^  ,...^_           ^  >^^     •«>«  cuim  um  enmmt  m  wmnaa.  wwmt,  m  mf^ 

—        -  tinii—  Sf^r        ^rf    r^M     .»».^  aiM—  wu »■■  mmimi—  tummam tm w^ mmtmm. 


9.  wmammf  uam  tnm.  totoc  iiijiii^  ^-^                    „. ,       .»!      imi  mi  i       xiiwa  — y  —  — w  w^— — ,  ^w^ 

difetMdiadiTitftMto.oM-iaMaMbouMtaoida.    S! iffS      {gi      t&a  SS    wtotah  tb*  laaoart  mb  «•  tt»  MBMiriw: 

vut  •  tiOOiOOO  MMhod  iMUMi  Par  ttaMB.    im {»■•      ml      mi  K»    .ufMUv*  for  tta  mnar  «C  •  imM  htfMni 

tdvata  prtoad  ^ 

•  "aBartawt"  |Hin:liXlMMifllUta>SMWta. 

tas-taaaflti.  ,^.. 
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tottwnwMMlrMiUw.'niwwbMloanytwo  titfBrt  wotrt  haatttag  w  fimoMa.  torn-  «w  «■  tto  Ml*  of  •  koiMb  Vor  «i^BliL 
I  to  MfM  ttto  tabtfuM*:  tBfOVMM  tk«  p*<ltH»  — 1»>  ttnm  wmOt  nwlMWy  >fo»  MriM  S0«  of  «Imw  |Mm  mMmI  telMM 
lOU  tor  nntHs  and  tadon,  nd/or  di-    does  itomaM*  fMOMi  for  WMk  MMati  and    MdiMij  imtmm,  §  iiliifiifi  1 1  itiij  uu.  tw. 


taotOU  Mr  nntHs  and  tadon,  nd/or  di-  does  ItomaM*  fMOMi  for  taU  MMati  and  MdlMij  imtmm, mtSimmtmSSmt»» «w- 

gnam  tk»  b<— flU  to  humwwiiwi.  fndlwdi.  •>!>  Md—  •>«>  wf—l  fmmJSl  Immim 

A.  JUawMiny  bwMOm  far  rmttn  O. Dm>MMtm§  ttrnt/tu /arkammmmtn  '1  y.  *-^  ^'■»—  "■  tnnpf}. 

Ite  Iiid«al  OwiM— ♦  Mold  oMr  •  ttm  da  tka  taa  to««  aov  apMrata^  tiMW  m*  ■•  -    ..****"  "^  *'^y*y  "— *  «alaa  for  !•• 

— dtt«rf«wtat>tefantB.(AdidiiHWnii  Biita  —  MM  ■iwiiiih  a<  ■iiiinni  tefi  rf^H'**^,  *  **"  y****— .  lijif.  ■;<■■.  ■> 

■mod  ba  iMi  WMpriata  Mbm  omm  iwlMa  and  inuiiwij  tava  «taB»  «mi  fea  dadMlad  Zl^^k      '"'^    nw|>i«ua    or   bmmm 

Mttter  to*  tha  HinilMd  dwtiienaB  ar  fea«a  ftoM  taaMa  iMaiM.  Ab  afctlaui  mMm  ta  ' "'• 


Mter  tOa  tha  alaadwd  dadaalM^ 

I  tax  Mm.)  Ak  aoBM    Immb  tka  laibalaaaa  fealWMB  awBtn  aa 
— ^1  a  pwaoB    NBt«a  maid  ba  ta  llartt  attfev  ar  kattt  a 


fciwiHiH  PDriiiBiliyai   -    ,  , 

yogd  lata  to  WMtoaa  a  wjy*  bonriac    vnM  iimjjiil^  tlw  brtwl  and  mhIj     aariataMa  natldid  ta  tMasl^  aa  aatti 

..^       . ^    aaNMiBt  a  IS  pvoMt  a«aMy  and  a  M  yaar    wbat  lailomU  wm  giMd.  aald  M—  tha 


datanataa  tba  paitty-MMl  aC  tbta  tax  andtt  inrtini  al  Id  yiwiii    iHMBaiiiau.  aiM                                

«Mld.lapfaaUea.ba«afydiaaaltkia«vMBt  aald  ahanjt  tha  umiwt  diftMtloda  ta  ^m  Mplial  a— cit  ta  toddoa  blp  ta  atiy  In 

aonrtdwaftei  aC  tlw  aaama  Immihiibbh*  andtti  (aaf  IS  pwaosk)^  Sath  aC  tiMaa  liuilHiiiaaalaiidload.i^hMaat1i^»ald 

■arglBil  ty  lata.  tiM  pwpw;^*  a<  bawtog  «haafM  aald  ladiwa  tfca  wlatlTilir  fwatir  lawiMi  Wia  laatal  trtiia  e<  tbiir  biilllllini 

iBtataat  and  prapMtf  tasH.  aad  tba  aaama  aad  weoM  tmd  ta  Imbm  dWMad  Mr  and  tha  agailiBiiil  laloM  aa  wtaH  and  aa  ao»- 

aaaaal  talaa  «t  tha  laiiw  hatl^  lalatad  tha    boiidtas    aC    madiMly    bH^prtead  doa  TUb  alfM  aaw  aoaw  miMbi  boildi^B 

aapMBl  flUaa  vaoffMoMi  Ito  tarthw  aoBiVll-  feOMlaf.  tnm  irtiiiH  lahUMiBBin.  abaado— tt. 

airta  BMllMa  aany  mmta^  hwimianMa  aw  Oaa  aald  btaalt  wWfc  >>—H  tPeaaUfaa  aad  anoa.  »  iili^  Maa  bbw  aoaM  bMM- 

llka  BMMt  NBt«B  la  that  IIMV  toa  tha  bf  adopttat  a  taa  «adtt  aMola  fcr  iHrt.  lafi  a*  ttaiBa>0a  fima  aaafwtlat.  Bmp. 

MaadHd  dadaauoa  taMaad  cf  U— Mm  gi^  tetawt  that  piatldid  dwMahm  iidil  awr.  tt  la  daabttid  tta>  —fc  Ibhiibii  aa^ 

llMir  dadaauaaa.  S  ta  thoaa  with  1«««  amiiMM  aad/«r  9i^*^  ^m»MB  wt;MjMmm^t»»  mim  tm. 

A  loiv  alwdtaf  aiiumioa  aC  aanoh  iMi  laMtaat   atoaisw.    trpiiiililir   tha   Mtoarl^  alnM*  laatal   biinillini   tnm   anaiaiiai 

■afnttnrtatbaamnpatttyhMbatataallaar  MUa.  with— »  iiiiiiniliiaBniPniilblBt  taa  pattty 

la^m  a  dadaetlaa  ar  cndtt  agolialMi*  ta  wHh  boaiaewiwa.  Tba  mbiIiIbiIIm  ot  taplA 

fhaaaBooBtaCptevaftftaabMladadlathair  TAIU  l-«aMaNMat  MtftAK  MMTiMKK  HiM  aimriniaiina  aad  taa  didwiWiM  ta  boBM- 


A  BMrtw  taa  BNdit  aeold  ba  abraalwad  la                     piid««  b 
■ay  nimdia  a<  ay;  it  aaald  ba  baatd  aa    — -— A.  CMmMbb  dHMrt  ^  fsa  dadwMaa* 


aaCaaad.! 

__    alad  ta  tbaM"iiimba<in  ■oaiartid'iaatBl 

EiaaktaibB]      "        " "  «.    -  ^      . 


alad  ta  tiMaa  piimbartiit  loaiartid  laatal 

8    tS      H  St'SSLTSiaaXa^K 

m      Km         &S    UMa.  dipaadi^  aa  abatbw  tlw  IMM^  la 
"  aav  ar  aBiMac.  ar  abathw  ar  aat  Ik  BKvaa 

lov  laaaBM  taaaata.  ■laum  laM  aiaad 

MdadiMtttiOTHt    tag  tBB  bMidta  for  a  pavtiatfBr  «vpa  aC 
bawrtag  aaald  peaa  iagai  iiHiIibbi  Buaaiai. 
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»  Mm,  R  WOIIM  a  MM  M  VM^ratlBg  tii«i»mt  MWl 

' ■'  *■  ■MlsMniMdthiMcteattMiNPirtttal  ■MtfM«M«OMpMtaMlBateMoa» 

^    .         _^  BMT  or  VMMft  hWIHWniW  UMtfMtf  tiMir  Np««kBMMlat«MMM«»iSriMi^ 

•««i"  wiiinii,  —ay  Iiimmwi  wm—  wWfc  —tt  mmm  taA  mmmm  mmmatm  tm  m  mm 

tnvmmam^bmotvmmtninmdkmft  lafl  aiiiiii  trtcMM  HiniltKi  iiimiiiuB  ■««■■■§  iMwMk  «i*MllM  IMM  «•  A  ■ 

■Hoa  iiijliniwiin  tbttTii  aat  >».  'Ib  tk«  bmI  ttoM  taf*  bMn  pirtodi*  tax  i»i»f  «wt»  11—  «t  o»  —1  mta^ 

•  itei^M  tai  tlw  MB  IMM.  AtttaM^  Ml»  «ba»  iiM«  Imlf  aOMl  tk«  flOMl  of  •  Ho^ipLfMt. 

>  «m  not  b*  HmnamA  m  tMt  paMr.  MM  mtrtVw  Whttt  ■ililiiluiirt  tax  aoii  «mi  "CMMMlaBM  ■■ 

—  ■o5Si    b*  i^MM.  ttqr  amy  li«  I — ' — " "    "   -  '    -  —    -  - 


«M*  th*  WtHmSTotmi  ii  ii  !■  I  opuld  Mii*    ■fcoowwpijy.  .«..h..«te-  !*->  »  ■■»■  MotIJk  pfif  ■■■>  aik 


MM «ba»:  nM  («lw  otmt  mM  ■lllllii).  IMi  mtt    ^  MmIh  Ib  itNL  n*  BipHtMBft  W 
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oomOemdaXum  mitto  ««•  nbMi  or  ««•    port  etta  ••  aa  MMipl*  a  IW  uiUI  mtiIm 
BotyMbvlM.  apwtiDMtt  MBiptai  la  ■oortea.  beogM  te 

■■til— nitiy  BMfB«  Is  ao»  «slat  ta>    fT J  amtaa  aad  gifm  taj  ■uuob  m  -Mb>. 


n%  ««gii[W  aqpplr  of  NBUa  bow.    for  ■  total  of  tM  ■ 
BUwr  iirniiMli  tf.  MMOK  otlMn,        -AT 


D«M«atoCQiM«M.ta««iflilML  *rat.«Mkm 

Tn  iHf  lint  It  will  ~iln  niMniHuif      MtcihM.  wiptu 
ttoB"  of  ewiMd  boort^  ••  a  tu  AMw.  tk«    aa  lattvMoal  tafw  BMiy  paf  tMM*  a 


I  iMiniMii,  ta  tka  laia  «a  ba  IM*  la 


a  bf  Baay  bva.  But  10  !■  tha  att«aatt«a. 


boartnt  aiaaljrt  vbe  pnpaiatf  tba  tas  poUay 
atady  far  Mr.  Banaa.  aaya  tbat  altboiHb 
r  bCBM  BMnn 


Ifr.  BoattfoB^  lapart  aaMrta  tbat.  watat 
tba  nattaaal  taa  polky  iiiUnill  to  ■neuii^ 
baoM  owaMblp.  -mtan  «a  aenaia  «aa" 
niaa  yoitaf.  tba  npart  aai^ttiatmnaii 

■oaay  bapt  by  brana  naiilm  iamaja^  bat 
Bot  by  laataca* 
*Tba  biibalaiina  la  tai  Hwaaia.*tba  wpatt 


baftag  tbia  ttiaateld  agaet  aajtta  attaattoa: 

tfoetlaf  a  perttaa  of  beaM  Baawalilii  aoata 
tram  taeoaM  taa«  baaomaa  awaa  aad  awaa 
valoabla  aa  iaeiaaaw  la  botb 


tbair  iUaUBMa.  efaatliw  aaotbw  ta 
tor  a  oeadnnilwltnn  pwwibaaa  la  > 


dtbaaopi 


of  awMlatala  lne> 


an  eapabla  aC  payli«  tedayli  bl|b  laBtBw  Ite 


an  iaiWHiM  W joa  aad  flTJOO  Mr  i 

noatva  aof  of  tba  tas  raUaC  t**"^  ptopwty 

o«a«a.lBeladlacaandoaaBtiiaaa« 

Tba  buadted-a  dUaauna  ^■■ww 

aaofa  aa  ownarHMsaplad  tbaa  aa  m 
laf.  Iba  OtaapaaMoaal  BaaaaMb  I 
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Chairman  GtONZALez.  Thank  you  very  much,  Reverend,  and  we 
proceed  with  Mrs.  Peters. 

STATEMENT  OF  VIRGINIA  PETERS,  EXECUTIVE  DIRECTOR, 
WESLEY  HOUSING  DEVELOPMENT  CORP.  OF  NORTHERN  VIR- 
GINIA 

Mrs.  Peters.  Mr.  Chairman,  my  name  is  Virginia  Peters  and  I 
am  the  executive  director  of  the  Wesley  Housing  Development 
Corp.  of  Northern  Virginia.  With  your  permission,  I  would  like  to 
submit  the  full  text  of  my  remarks  for  the  record  and  touch  briefly 
in  the  key  points. 

Chairman  GtONZALez.  Without  objection,  so  ordered. 

Mrs.  Peters.  The  Wesley  Housing  Development  Corp.  is  a  non- 
profit corporation  sponsored  by  almost  100  United  Methodist 
churches  just  across  the  Potomac.  It  was  established  to  extend  the 
Christian  faith  by  bringing  housing  relief  to  people  in  need.  It  is 
determined  to  do  ^'ust  that. 

We  got  into  this  business  in  1974  because  we  came  face  to  face 
with  the  housing  degradation  experienced  by  our  neighbors.  Scnne 
shocking  examples:  A  mother  with  terminal  cancer  and  her  drug- 
addicted  son  were  found  living  in  a  garbage  bag  plastic  tent  in  the 
woods  of  Fairfax  County.  A  child  was  found  sleeping  in  a  storage 
closet  without  even  the  luxurv  of  a  mattress.  Fanulies  not  omy 
lacked  indoor  plumbing  but  had  no  outdoor  privy. 

A  mother  and  seven  children  lived  in  a  two-room  cottage-type 
motel.  Two  children,  when  I  visited,  were  receiving  treatment  tor 
rabies  from  rat  bites.  In  case  you  should  ever  need  to  know,  I  will 
pass  on  the  lesson  this  mother  told  me:  ''You  sleep  with  the  lights 
on.  The  rats  don't  come  out." 

With  the  knowledge  that  45,000  families  in  northern  Virginia  do 
not  have  a  decent  affordable  place  to  live,  we  could  not  turn  our 
backs  and  walk  away,  and  we  did  not.  Our  work  is  a  direct  positive 
response  to  the  challenge  of  the  Department  of  Human  Welfare  <rf 
the  General  Board  of  Church  and  the  Society  of  the  United  Meth- 
odist Church  to  work  in  communities  to  improve  human  welfare. 

WHDC  seeks  to  implement  the  housing  resolution  approved  Iqr 
the  1980  general  conference  of  the  United  Methodist  Church.  Some 
portions  were  quoted  earlier  by  Mr.  Knock. 

Financing  is  a  key  factor.  Seed  money  or  cash  donations  from 
our  churches  and  individuals,  totaling  about  $100,000,  coupled  with 
thousands  of  volunteer  hours,  have  enabled  us  to  receive  communi- 
ty development  block  grants  for  approximately  $165,000  to  meet 
our  administrative  expenses  and  almost  $1.4  million  for  develop- 
ment, to  produce  a  total  portfolio  of  $6  million.  That  is  our  accom- 
plishment in  dollars  and  cents. 

I  wish  to  emphasize  that  no  amount  of  seed  money  or  volunteer 
hours  can  deliver  assisted  housing  without  affordable  construction 
financing  and  long-term  permanent  ftnancing.  It  is  in  your  hands 
to  see  tluit  this  is  available. 

Community  acceptance  is  vital.  At  the  local  level  we  enjoff  100 
percent  bipartisan  support  from  the  Arlington  County  Bocund  and 
the  Fairfax  County  Board  of  Supervisors  which  actually  look  to  us 
to  help  them  meet  the  housing  needs  of  their  constituents.  To  stim- 
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ulate  community  acceptance  we  attempt  to  educate  the  public 
through  the  publication  of  a  newsletter  and  the  presentation  of  a 
slide  show,  "No  Place  Like  Home." 

I  hope  you  will  take  the  opportunity  to  read  this  booklet  we  have 
recently  published,  "When  Housing  Demands  Concern."  It  indi- 
cates who  is  affected  by  the  housing  crisis,  why  their  problem  is  so 
severe  and  how  society  can  or  should  respond. 

The  housing  activities  of  WHDC  include  Strawbridge  Square,  a 
100-percent  section  8  new  construction  community  for  128  families. 
It  was  opened  for  occupancy  in  1979  and  was  made  possible  because 
the  church,  the  community,  business,  and  local  and  Federal  Grov- 
emments  all  worked  together  toward  a  common  goal.  We,  the  non- 
profit, promised  the  community  to  apply  all  of  the  advantages  of 
the  section  8  program  to  achieve  an  economically,  racially  and  cul- 
turally balanced  commimity.  Through  carefiil  resident  selection 
and  much  hard  work,  we  have  kept  that  promise. 

Attachment  A  of  the  detailed  report  before  you  shows  a  resi- 
dency ranging  from  senior  citizens  to  large  faniilies  and  a  broad 
range  of  incomes.  The  nonprofit  actually  selects  the  families  and 
carrys  out  a  monthly  evaluation  of  management.  Within  this  bal- 
anced community  we  have  helped  the  poorest  of  the  poor.  You 
know,  housing  is  people  business,  so  I  must  once  ag€dn  illustrate. 

Now  living  at  Strawbridge  Square  in  one  of  our  wheelchair  units 
is  a  partially  paralyzed  senior  citizen  who  lived  previously  in  con- 
demned housing  with  no  electricity  and  no  plumbing.  Another 
senior  citizen  lived  in  a  burned  out  house  or  in  his  pickup  truck 
because  he  could  not  afford  rent.  I  could  go  on. 

If  we  are  to  msdntain  the  viability  of  the  Strawbridge  Square 
community.  Congress  must  rescind  the  legislation  calling  for  resi- 
dency of  only  10  or  5  percent  lower  income  people  and  90  or  95  per- 
cent very  low-income  people.  This  is  a  must  because  the  change  in 
residency  will  negatively  affect  the  quality  of  life  for  residents  and 
for  the  larger  community  and  because  it  will  more  rapidly  deplete 
section  8  reserves,  as  illustrated  in  attachment  B  of  your  package. 

Mt.  Pleasant  Circle  is  a  development  of  13  single  family-houses 
built  for  moderate-income  purchasers  and  sold  for  the  cost  of  con- 
struction. Equity  is  controlled  for  families.  If  they  sell,  they  must 
sell  to  the  local  redevelopment  and  housing  authority  so  that  the 
houses  can  be  resold  to  another  moderate-income  family. 

Thirty-seven  units  at  Knightsbridge  Apartments  were  purchased 
last  August.  Attachment  C  describes  the  development  and  our 
plans  for  it.  We  have  been  working  on  this  project  for  over  2  years. 
I  lose  track.  It  was  a  day  of  great  jubilation  when  Senator  Warn- 
er's office  called  us  to  inform  us  that  the  Knightsbridge  Apart- 
ments was  one  of  236  out  of  the  769  that  received  tandem  financing 
several  weeks  ago. 

Now,  however,  we  must  cope  with  a  major  obstacle,  the  recently 
imposed  cost  limitation.  The  bottom  Une  for  us  is  that  we  need 
$77,300  more  to  close  this  deal  insured  imder  221(dX3).  As  you 
know,  (dX3)  was  passed  to  enable  the  nonprofits  to  develop  afforda- 
ble rental  housing.  HUD  and  0MB  seem  to  be  acting  to  prevent 
nonprofits  from  succeeding,  despite  President  Reagan's  emphasis 
on  voluntarism. 
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Since  HUD  is  adamant  that  it  will  not  waive  the  cost  limitation, 
please  act  with  great  haste  to  enact  legislation  forcing  HUD's  hand 
to  return  to  the  previously  unrestrict^  ability  to  increase  the  sec- 
tion 8  contract  authority.  The  Fairfax  Journal  on  Tuesday  had 
what  I  consider  the  housing  scoop  of  the  year  with  a  quote  from 
HUD  Secretary  Abrams  that  ''one  waiver  was  granted  in  Pennsyl- 
vania/' Please  let  us  finish  the  Knightsbridge  Apartments. 

WHDC  has  accepted  the  challenge  to  work  toward  the  goal  of  the 
1973  Housing  Act,  a  decent  home  in  a  suitable  environment.  As  a 
nonprofit  we  do  not  shy  away  from  difficult  tasks  and  are  proof 
that  a  private  organization  made  up  mainly  of  volunteers  can  and 
will  accept  the  responsibility  to  meet  the  social  needs  of  our  Na- 
tion's neighbors.  But — and  that  is  a  big  but — no  matter  how  much 
we  care  and  no  matter  how  hard  we  try,  our  hands  are  tied.  We 
are  helpless  unless  we  have  available  affordable  financing  and 
rental  assistance  programs. 

Some  of  my  recommendations  are  consideration  of  a  direct  loan 
program  for  multifamily  housing  to  be  managed  and  released 
through  local  banks  with  loan  conditions  clearly  outlined.  The  18 
houses  we  developed  at  Mount  Pleasant  Circle  were  financed 
through  a  local  savings  and  loan.  The  Virginia  Housing  Develop- 
ment Authority  was  not  interested  because  our  project  was  too 
small.  We  dropped  HUD  processing  for  section  203(b)  mortgage  in- 
surance after  a  lot  of  paperwork  because  it  appeared  that  funding 
would  not  be  available.  The  simplicity  of  dealing  directly  with  the 
local  bank  was  a  joy  and  left  time  to  deal  with  problem  solving  on 
the  construction  site  and  speed  the  delivery  of  housing  to  people. 

We  suggest  you  consider  a  cost-effective  way  of  producing  midti- 
family  housing  by  using  front-end  interest  rate  subsidies  to  reduce 
the  rent  levels  to  those  that  low-income  people  can  afford.  It  is  im- 
perative that  you  preserve  the  benefits  of  the  section  8  program, 
especially  the  potential  for  economic  balance,  ^y  new  legiwition 
must  be  made  simple  and  must  be  made  workable  for  nonprofits. 

I  have  talked  about  the  45,000  families  in  northern  Virginia  who 
need  housing.  Yesterday  the  Metropolitan  Washington  Council  on 
Grovemments  released  an  analysis  of  the  budget  proposal  now 
before  Congress.  COG  estimates  that  the  budget  will  produce  305 
new  imits  for  this  area.  That  is  a  far  cry  from  meeting  the  need. 

The  poor  of  this  country  are  the  silent  citizens  without  the  bene- 
fits of  a  powerful  lobby.  They  are  too  often  forgotten,  neglected, 
and  the  victims  of  legislation.  Civilization  and  humanity  require 
that  the  poor  not  be  relegated  to  the  back  streets,  slums  and  all^- 
wasrs  of  our  society. 

Thank  you  for  the  opportunity  to  tell  the  WHDC  story  and  ask 
for  your  help. 

[Mrs.  Peters'  prepared  statement,  on  behalf  of  the  Wesley  Hous- 
ing Development  Corp.  of  Northern  Virginia,  and  a  pamMi&t  of 
the  corporation  "When  Housing  Demands  Concern,"  follow:] 
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TESTIMONY  OF  VIRGINIA  PETERS,  EXECUTIVE  DIRECTOR  OF 

THE  MESLEY  HOUSING  DEVELOPMENT  CORPOfMTtON  OF  NORTHEmi  VIRGINIA 

BEFORE  THE  HOUSING  SUBCMUHEE  OF  THE 

COMMITTEE  OH  BANKING,  FINANCE,  AHO  URBAN  AFFAIRS 

U.  S.  HOUSE  OF  R£PR£SOCTATl¥ES 

MARCH  25,  1982 


HISTORY 

The  Itesley  Housing  Developnent  Corporation  of  Northern  Virginia  Is  a  non- 
profit (^1  (c)  OS  corporation  chartered  by  the  State  of  Virginia  In  Deceiver, 
1974.  It  Is  sponsored  by  the  almost  100  United  Methodist  Churches  In  Northern 
Virginia  which  recognize  the  serious  lack  of  decent  and  affordable  housing  for 
people  of  low  ind  Moderate  Income, 

MHDC  1$  in  (nitgrowth  of  a  study  conducted  by  the  United  Methodist  Board  of 
Missions  of  Northern  Virginia  to  determine  the  needs  of  the  people  of  our  area. 
During  the  study  wo  read,  we  1  $ted,  and  m  visited  people  right  In  our  own 
neighborhood  who  were  living  In  deplorable  conditions.  Me  saw  what  housing  dep- 
rivation means  not  In  national  statistics*  but  In  y/tvy  specific  hwin  terms; 

A  mother  with  terminal  cancer  and  her  drug  addicted  son  were  fbund  living 
In  a  garbage  bag  plastic  tent  In  a  wooded  area  of  Fairfax  County. 

A  child  WIS  found  sleeping  In  a  storage  closet  without  even  the  luxury  of 
a  mattress. 

Families  not  only  lacked  Indoor  plimiblng*  but  did  not  even  have  an  outdoor 
pHyy. 

A  mother  and  seven  children  lived  In  a  two-room  cottage-type  motel,  TVfo 
children  were  receiving  treatment  for  rat  bites.  In  case  you  should  ever  need 

to  know I'll  pass  on  the  lesson  this  mother  learned,  "Sleep  with  the 

lights  on.  The  rats  don't  come  out," 

These  are  extrmae  examples.  The  housing  crisis  in  Northern  Virginia  Is 
more  subtle  and  more  widespread.  It  affects  the  people  we  see*  talk  to,  and 
work  with  every  day  of  our  lives. 
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Ont  of  auQf  exwplts  Is  that  of  a  young  school  toachor  In  NcLaoiit  Virgliria 
Mho  actually  lived  In  tht  school.  Ht  could  not  find  affordable  housing  f^  Ms 
faarily  and  aade  do  with  a  bed  In  the  school  and  a  coMute  to  tansylvanla  to 
see  his  faarily  on  weekends. 

Having  witnefsed  amd  l^imedt  we  could  not  turn  bur  becks  and  nonchalantly 
walk  mmy  kncwtng  that  over  45*000  faarilles  In  Northern  Virginia  did  not  have  a 
decent,  affordablt  place  to  live.  The  result  was  UHOC,  created  to  trenslate 
Christian  faith  Into  Meaningful  action.  Thus  far*  It  has  developed  housing  for 
lower  Incoae  people  at  Strawbrldge  Square  and  Nt.  Pleasant  Circle,  with  the 
hope  of  adding  Knlgfitsbrfdge  Apartaents  to  the  list. 

The  work  of  the  UHDC  Is  related  to  the  responsibilities  end  objectives  of 
the  OepartMnt  of  HuMn  Melfare  of  the  General  Board  of  Church  and  Society  of 
the  United  KethOdUt  Church,  The  prime  respon$1btT1ty  of  the  Board  of  Church 
and  Society  1$  to  seek  the  IwplonenUtlon  of  the  United  HethodUt  Social  Prlnd- 
pies.  The  Board  challenges  church  ment>ers  to  ^rk  through  their  local  churches 
and  through  society  to  analyze  and  act  upon  Issues  affecting  hioan  welfare. 
WDC  prograni  seek  to  Iwplenent  the  Housing  Resolution  adopted  by  the  1960 
Conference  of  the  United  Methodist  Church.  Copies  of  this  resolution  have  I 
distributed  to  you. 

FIWAIICIHG 

In  order  to  carry  out  Its  housing  Mission  MHDC  mst  develop  three  types  of 
financing: 

SEED  WDWEY  coaws  In  the  fona  of  donations  nostly  froai  Individuals  and  organ- 
liatlons  belonging  to  the  United  iteUiodtst  Churches  on  the  AlexandHa  and  Arling- 
ton Districts  of  The  Virginia  Conference  Mfio  are  nterested  In  la^leawitlng  the 
purposes  of  UHDC.  This  "seed  noney/  coupled  with  thousands  of  Uhlted  Methodist 
volunteer  aan-hours,  acts  as  a  catalyst  f6r: 

CRAWTS  of  federal  funds  a<ia!ntst«fed  by  the  Arlington  and  Fairfax  Counties 
In  the  fona  of  Co—unity  Developasnt  Block  Grants  for  adialnlstretlon  end  for  de- 
velopasnt  costs,  such  as  land  options*  engineering  and  architectural  and 
feaslbl  ty  studies.  This  enables  us  to  secure: 

awsmjCTKm  nwciiw,  lohs  teri!  PERMmEwr  fiwwcins  /mid  roctai  assistamee 
through  public  and  private  sources. 
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Me  point  with  pride  to  our  first  project,  Stranbrldge  Square*  a  4  all  Hon 
dollar  development,  which  came  Into  being  with  many  volunteer  hours  but  only 
$2,000  In  seed  money. 

Now  we  operate  with  dedicated  volunteers,  four  staff  people  and  an  admini- 
strative budget  of  $100,000.  Since  our  Inception  we  have  received  over  $100,000 
in  cash  donations  a r>d  $^65,000  1n  Cofnmunlty  Development  Block  Grants  for  adnlnl- 
stratlve  expenses.  Various  development  expenses  proposed  by  the  UHOC  (streets, 
community,  etc.)  but  Implemented  by  the  Fairfax  County  Department  of  Housing  and 
Community  Development,  total  $717,000.  Development  funds  Implemented  by  MHDC 
total  $790,000.  Our  total  development  portfolio  Is  $6  million. 

COtitUNITY  SUPPORT 

No  number  of  volunteers,  even  supplemented  by  paid  staff,  can  succeed  In 
the  delivery  of  assisted  housing  without  affordable  construction  financing  and 
long  term  permanent  financing.  The  combination,  however,  of  a  covmunlty-t^sed 
church-sponsored  non-profit  and  federal  financing  ami  rental  assistance  programs 
can  deliver  quality  housing.  This  has  been  the  secret  of  our  success  In  deliver- 
ing 178  units  serving  550  people.  The  payoff  Is  more  than  that,  though,  because 
we  have  brought  credibility  to  and  Increased  citizen  support  for  assisted  housing 
programs  because  of  the  .high  quality  of  our  developments,  which  enhance 
comunltles. 

Several  years  ago,  Strawbrldge  Square  was  cited  In  People  Power,  a  publica- 
tion of  the  U.  S.  Office  of  Consumer  Affairs.  Nore  recently  MHDC  Is  dted  In 
Bflccmlna  a  prophetic  Connmntty  by  Jack  Corbett  and  Elizabeth  Smith  as  an  example 
of  a  church  group  Mhlch  not  only  has  a  concern  about  social  problems,  but  takes 
action  to  Improve  society  and  create  social  change.  Last  sumer  the  Metropolitan 
Washington  Planning  and  Housing  Association  presented  WHDC  a  Certificate  of 
Achievement  "In  recognition  of  Community  Services  provided  to  Improve  housing 
opportunities  and  neighborhood  environments  for  low  and  moderate  Income  persons 
In  the  Washington  Metropolitan  area." 

At  the  local  level  we  enjoy  100  per  cent  bi-partisan  support  from  the 
Arlington  County  Board  and  the  Fairfax  County  Board  of  Supervisors.  Me  have 
worked  hand -in-hand  with  these  elected  leaders  to  solve  community-based  problems 
resulting  from  condominium  conversions  and  displacement  of  lower  Income  people. 
The  strength  and  Impact  of  a  church-sponsored  non-profit  housing  developer  Is 
great  because  its  long  tenn  commitment  is  recognized.  Neighborhood  organizations 
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as  well  as  politicians  know  that  the  church  has  had  a  leadership  role  In  the 
comninlty*  and  that  as  long  as  there  Is  a  conminlty,  there  will  be  the  church. 
Because  It  recognizes  the  Importance  of  community  acceptance*  UHDC  has  an 
education  program  as  a  vital  part  of  Its  activities.  We  publish  a  newsletter 
periodically  and  have  a  slide  show,  "No  Place  Like  Home,"  which  Is  available 
for  churches  and  community  organizations.  Recently  URDC  published  "Uhen 
HOUSING  Demands  Concern,"  which  describes  the  extent  of  housing  need  for  lower 
Income  people.  It  presents  the  facts  on  WHO  Is  affected  by  the  housing  crisis* 
WHY  their  problem  Is  so  severe  and  HOW  society  can  respond. 

HOUSING  ACTIVITIES  OF  WHDC 

1.  WHDC's  first  project,  Strawbrldqe  Square.  Is  a  lOOt  Section  8  new  con- 
struction connunlty  which  became  a  reality  through  the  dedicated  efforts  of  a 
wide  variety  of  organizations  and  Individuals* 

—  The  Vernon  M.  tynch  Sons  Partnership  donated  20.4  acres  Inside  the 
beltway.  Later  half  was  donated  by  WHDC  to  the  Fairfax  County  Park 
Authority 

—  The  Fairfax  County  Department  of  Housing  and  Community  Development 
provided  technical  assistance 

—  The  Fairfax  County  Board  of  Supervisors  approved  the  land  use 

—  The  National  Housing  Partnership  was  selected  as  General  Partner  and 
brought  technical  expertise  and  financial  backing 

—  The  Fairfax  County  Redevelopment  and  Housing  Authority  provided  long- 
term  financing  through  the  sale  of  tax-exempt  bonds 

—  Federal  rent  assistance  was  provided  through  the  U*  S.  Department  of 
Housing  and  Urban  Development 

Extraordinary  resident  selection  procedures  were  Implemented  to  Insure  an 
economically,  racially  and  culturally  balanced  community  of  responsible  citizens. 
Our  tenant  profile  ranges  from  senior  citizens  to  large  families  with  a  broad 
rtnge  of  Income.  Several  handicapped  persons  live  In  our  units  designed  to  ac- 
cept a  wheel  chair.  Attachment  A  gives  a  brief  description  of  the  total 
co—inlty. 
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Again,  however.  It  is  not  the  numbers,  but  the  human  stories,  that  make 
the  point: 

—  A  partially  paralyzed  senior  citizen  lived  in  condemned  housing  without 
running  water  or  electricity. 

—  Another  senior  citizen  lived  In  a  burned  out  house  or  In  his  pick  up 
truck  because  he  could  not  afford  rent. 

—  A  mother  and  father  had  to  send  their  children  to  live  with  relatives 
because  they  could  not  afford  to  house  them. 

Strawbrldge  Square  has  given  these  people  a  new  lease  on  life 

The  cant 1  nuance  of  a  viable  community  at  Strawbrldge  Square  requires  that 
you  RESCIMP  THE  10-90  RULE  Congress  recently  enacted.  An  economic  mix  of  10 
per  cent  lower  Income  people  with  90  per  cent  very  low  Income  people  Is  bad  for 
three  reasons: 

—  Comminity  acceptance  of  Strawbrldge  Square  was  based,  in  large  part*  upon 
a  commitment  by  WHDC  to  create  an  assisted  housing  development  that  would  comple- 
ment the  existing  upper  middle  class  white  neighborhood.  Connunity  acceptance 
was  crucial  to  the  successful  rezoning  effort  and  to  gaining  the  Section  8 
comni  troent  • 

—  Actual  experience  at  Strawbrldge  Square  indicates  that  the  contribution 
to  the  Section  8  reserve  will  become  less  each  year  even  though  tenant  contribu- 
tions increase  and  the  desired  economic  mix  is  maintained  (see  Attachment  B). 
The  reduction  in  the  contribution  to  the  Section  8  reserve  will  be  greatly  in- 
creased if  the  income  mix  were  10  per  cent  lower  and  90  per  cent  very  low  income 
families.  These  lower  tenant  contributions  will  have  to  be  offset  by  higher  Hous- 
ing Assistance  Payments  which  In  turn  reduces  the  contribution  to  the  Section  8 
reserve. 

Using  average  monthly  rates  of  tenant  contribution  for  lower  and  very  low- 
income  households,  the  present  tenant  popuUtion  of  37  per  cent  lower  and  63  per 
cent  y/ery  low-income  households  would  annua  1y  contribute  an  estimated  $251»628 
toward  project  expenses.  If ,  on  the  other  hand  the  tenant  mix  were  HUD's  recom- 
mended 10  per  cent  lower  and  90  per  cent  very  low-Income,  annual  tenant  contri- 
butions would  be  an  estimated  $208,368,  a  decrease  of  17  per  cent. 

—  Enforcement  of  the  10-90  tenant  mix  would  have  serious  implications  on 
the  social  and  economic  viability  of  the  development,  leading  to  a  concentration 
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of  the  yfery  poor  1n  a  confined  area.  The  Increasing  homogeneity  of  the  assisted 
housing  residents  at  an  income  level  below  that  of  previous  residents  would  also 
signal  a  rapidly  Increasing  disparity  between  Strawbrldge  Square  residents  and 
the  surrounding  community.  Previous  housing  programs  that  have  housed  large 
numbers  of  yery  low-Income  families  in  one  location  have  demonstrated  the  added 
strain  that  can  be  placed  upon  management  and  social  support  services. 

The  owners  are  legally  bound  by  a  Collateral  Agreement  with  the  Falrftx 
County  Redevelopment  and  Housing  Authority  which  requires  the  maintenance  of  a 
70  per  cent  lower  Income  and  30  per  cent  wery  low-Income  mix  at  the  developnent. 

2.  The  Knlghtsbridge  Apartments  were  purchased  last  August  and  was  one  of 
236  out  of  769  projects  to  receive  Tandem  financing.  Our  jubilation  at  winning 
the  drawing  came  to  a  screeching  halt  when  we  learned  not  of  another  HUD  process- 
ing hurdle,  but  of  a  major  obstacle— that  of  a  recently  Imposed  cost  llaltatlon. 
The  Department  of  Housing  and  Urban  Development  has  Instituted  new  cost  contain- 
ment measures  that  severely  Impact  the  economic  feasibility  of  this  project. 
Supplemental  Increases  In  Section  8  contract  authority,  which  were  previously  un- 
restricted, are  now  being  limited  to  7  7S%  af  the  ortginal  contract  levels  for 
each  year  that  occupancy  Is  delayed*  All  amendnents,  no  matter  how  old,  will  be 
Included  In  this  limitation.  HUD  has  stated  that  the  limit  1s  Imutable—  NO 
EXCEPTIONS, 

Knlghtsbridge  received  a  feasibility  letter  from  HUD  In  October  of  1960. 
If  we  again  assune  a  one  year  trending  of  the  Section  8  contract  authorltyt  the 
maximum  mortgage  obtainable  would  be  $1,633»300.  The  outstanding  firm  coMritMnt 
for  FHA  mortgage  Insurance  under  Section  221(d)(3)  from  HUD  shows  a  need  for  a 
mortgage  of  $1,710,600.  WHDC  would  have  to  come  up  with  the  additional  $77,900 
to  make  this  project  work  within  the  7.75X  limit.  This  Imposes  a  severe  burden 
upon  a  non-profit  sponsor.  Section  221(d)(3)  was  passed  by  Congress  to  enable 
non-profits  to  develop  affordable  rental  housing.  HUD  and  O.N.B.  seM  to  be  act- 
ting  to  prevent  non-profits  from  succeeding,  despite  President  Reagan's  aapfiasls 
on  "volunteerlsm."  Since  HUD  Is  adamant  that  they  will  not  waive  the  cost  limita- 
tions, PLEASE  ACT  WITH  GREAT  HASTE  TO  ENACT  LEGISLATION  FORCING  HUD'S  Htm  (M 
THIS  MATTER. 
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3.  WHDC's  Hount  Pleasant  Circle  project  Involved  13  houses  built  and  sold 
tn  1981 •  The  houses  were  sold  for  the  cost  of  construction  -  $61,500  to 
$63,000.  A  comparable  home  In  a  Northern  Virginia  suburb  would  sell  for  $80,000. 
A  local  savings  and  loan  provided  the  construction  financing  at  one  per  cent 
more  than  It  paid  for  the  Coninunfty  rnvestment  Funds  from  the  Federal  Home  Loan 
Bank  Board.  It  also  provided  the  long  term  permanent  financing  and  secured  pri- 
vate mortgage  Insurance  for  the  families.  The  Fairfax  County  Redevelopment  and 
Housing  Authority  provided  a  second  mortgage  to  eligible  families.  The  criteria 
were: 

—  Have  an  income  of  more  than  $22,500  and  less  than  $29,300  for  a  family  of 
three,  less  than  $32,480  for  a  family  of  four,  less  than  $34,500  for  a 
family  of  five  and  less  than  $36,500  for  a  family  of  six; 

—  Work  or  live  in  Fairfax  County; 

—  Live  now  In  a  rental  unit; 

—  Have  a  family  of  three  to  six  members; 

—  and  Qualify  for  the  financing. 

For  a  $62,500  house,  buyers  were  required  to  pay  $2,500  as  the  down  payment 
and  $600  to  $1,000  toward  the  closing  costs.  The  monthly  pi^yments  will  begin  at 
almost  $500  and  gradually  Increase  to  a  stable  $678  under  the  graduated  mortgage 
plan.  The  equity  is  controlled  and  the  purchasers  must  sell  to  the  RHA  so  that 
the  homes  can  be  resold  to  another  moderate  income  family. 

A  PROGRAM  FDR  THE  FOTURE 

I  would  like  now  to  look  at  current  housing  needs,  the  ability  of  the  housing 
industry  to  meet  those  needs,  and  the  direction  future  legislation  should  take  if 
we  are  to  maintain  our  conmitment  to  the  American  people. 

As  a  result  of  programs  such  as  FHA  mortgage  Insurance  for  single  homes  and 
mult  ^family  properties  {which,  by  the  way,  have  always  been  self-sustaining), 
the  governnient  has  enabled  private  industry  to  serve  the  housing  needs  of  low  and 
moderate  Income  persons.  These  programs  were  so  successful  that  they  were  copied 
by  the  private  sector,  which  spawned  PRIVATE  MORTGAGE  INSURANCE  companies.  Other 
programs  such  as  public  housing,  the  Section  23  leased  housing  program,  and 
Section  8  have  enabled  local  governments  to  address  the  needs  of  those  citizens 
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Of  Itl7  to  0  'idocoot  taw  111  0  fultoblo  mrlfOMoit*  ft  ant  fate  loflslatlvt 
Mtloof  tlwt  wiU  Mko  n  pofflblo  for  fedtnl    it«t€,  aad  local  Biimiatt, 
ooo-fmfft  ffoo^t  1^  tht  pHvoto  sector  to  Join  In  fnrtaarslrip  to  4o11oir 
Kooo^Of  to  oil  ANoHcoftf  at  •  (nico  that  Is  tff^fdoble. 

At  0  901  (c)  (3)  fion-profU  corporation,  MHDC  shares  tht  coaccntt  of  botli 
tho  Coo^foss  $n4  tho  Adalnl  strati  on  regarding  the  costs  of  assisted  hoaslag.    Hi 
hoHovo  that  thort  art  nuntrous  ways  to  reduce  both  tho  hard  constmctloii  casts 
$fUi  tha  soft  costs  of  ovorhoad  and  rant  subsidies.    Me  and  other  no«i-proftts 
MMid  bo  happy  to  MoHc  w^  a  task  force  to  reriew  existing  tiiogi—  sacb  as 
liCttOA  •«  loct  Ofii  221(d)(3)  and  221(d)(4)  to  streaallae  thea.    However^  m 
fool  Coogrtff  would  betray  tho  trust  of  the  AHerlcan  people  were  It  to  slapljr 
tomloato  tha  programs  which  have  produced  45  years  of  successful  fMertl-etoto- 
local  govonwiant  partnerships  with  private  Industry  and  non-profit  organlntloni 
§n6  have  delivered  quality  housing. 

WWrf!WHniTJiHBL 

1.    Mt  uroa  vour  SUPPORT  FOR  THE  PROPOSAL  RECENTLY  DEVaOPEP  BY  THE  "^  HOC 
NO  n/mf,  ^HlIJW  ^^^  a  repayable  interest  rate  subsidy  in  order  to  keep 
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production  of  units  going  during  these  difficult  times.  The  Administration  Is 
correct  In  viewing  non-profit  corporations  as  a  valuable  housing  development  re- 
source, and  this  proposal  should  be  modified  to  make  It  workable  for  non-profits. 

2.  While  It  1s  Important  to  stimulate  single  family  housing  development, 
renters  should  not  be  treated  as  second  rate  citizens.  In  fiscal  1982  tax  bene- 
fits to  homeowners  will  amount  to  more  than  $39  billion.  By  way  of  comparison. 
In  the  same  year  the  federal  government  will  spend  about  $16  billion  for  the 
entire  budget  of  the  Department  of  Housing  and  Urban  Development.  SOMETHING 
SHOULO  BE  POKE  TO  EVEN  THE  BALANCE. 

3.  CONSIDER  A  DIRECT  LOAN  PRQGRAH  for  multi-family  housing  to  be  managed 
and  released  through  loca  banks  with  loan  conditions  clearly  outlined. 

Last  year  when  we  were  ready  to  construct  single  family  homes  at  Nount 
Pleasant  Circle,  we  tried  to  get  financing  from  the  Virginia  Housing  Development 
Authority.  They  were  not  Interested  because  our  project  was  "too  small."  We 
started  the  HUD  processing  for  Section  203  (b)  mortgage  Insurance,  but  dropped 
It  after  a  lot  of  paper  work  because  It  appeared  that  funding  for  the  program 
would  not  be  available.  We  went  to  a  local  savings  and  loan  and  secured  construct- 
ion financing  and  permanent  financing  with  private  mortgage  Insurance.  The  sim- 
plicity of  dealing  directly  with  a  local  bank  which  carried  out  the  Inspections, 
reviewed  the  requisitions  and  released  the  money  was  a  Joy  and  left  time  to  deal 
with  problem  solving  on  the  construction  site  and  speedy  delivery  of  housing  to 
people.  ^ 

4.  A  simpler  and  more  cost-effective  way  of  producing  multl -family  housing 
might  be  TO  USE  FRCNT-END  INTEREST  RATE  SUBSIDIES  TO  REDUCE  THE  RDfTS  TO  LEVELS 
THAT  LOW-INCOWE  PEOPLE  CAW  AFFORD,  rather  than  to  enter  Into  20-year  rental 
assistance  contracts 

5.  PRESERVE  THE  BENEFITS  OF  THE  SECTION  6  PROGRAM,  especially  the  potential 
for  econowica  1y  balanced  communities* 

6.  Make  any  NEW  LEGISLATION  WORKABLE  FOR  NON-PROFITS^ 

7.  Be  sure  THAT  HOUSING  PRQGRAWS  ARE  SIMPLE,  that  processing  time  and  red 
tape  are  reduced  so  that  the  actual  housing  subsidy  Is  direct  enough  to  get  to 
the  people  who  need  It. 

8.  CONTINUE  TO  FUND  THE  COMMUNITY  DEVELOPMENT  BLOCK  6RAHT  PROGRAM. 
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The  poor  9/f  this  cowitry  are  the  slleat  dtlzMS  wlthovt  the  bawffts  tff 
a  pOHorfiil  lohby.    Th^  are  too  often  forgotten,  neglected  wA  the  vfcttas  tff 
legislation.    Civilization  and  humrity  reifirire  thet  the  poor  not  ho  reltgited 
to  the  hack  strwts,  sIubs  and  allcQ^-Miys  of  our  sodc^. 


Meslcy  Housing  OevolojMtOMrnritlon 
of  Northern  Vfrgtslo 

3900  King  Street         

Alexandria,  Virginia  22302 

(703)379-9477 
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ATTACHMENT  A 


STRAWBRIDGE  SQUARE 

FAIRFAX  CODNTY,  VIRGINIA 

100  PER  CENT  SECTION  8  NEW  CONSTRUCTION 

Owners:      Strawbrldge  Square  Associates 

National  Housing  Partnership  (NHP) 
Strawbridge  Square,  Inc.  (SSI) 

(SSI  is  an  affiliate  of  WHDC) 
Limited  Partners 

Management:  NCHP  Property  Management,  Inc. 

128  Total  Units 

126  Receive  Section  8 
Assistance 

14  1  BR  garden 
28  2  BR  garden 
6  1  BR  TH  for  wheel- 
chair 
24  2  BR  TH 
36  3  BR  TH 
18  4  BR  TH 


PROFILE  OF  TENANT  CHARACTERISTICS; 

Marital  Status 

Single  79  or  62% 

Married  47  or  37% 

Single  w/children  62  or  49% 

Married  w/children  41  or  32% 
Married  no/children   6  or  4% 


338  residents;  182  are  children 

Race         Household  Income 

W  86  or  68%  $1904  -  5000  -  19 

B  26  or  20%   5001-10,000  -  17 

0  14  or  11%  10,000-15,000  -  51 

15,000-20,000  -  37 

20,000-32,860  -  2 
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ATTACHMENT  C 


KNIGHTSBRIDGE  APARTMENTS  FACT  SHEET 

Location:   210  to  212  North  Glebe  Road,  Arlington,  Virginia 

Near  Bucklnghaa  and  intersection  with  Route  50,  behind 
C  &  P  Telephone  Company 

Lescriptlon:  6  brick  buildings:   31  2  BR,  6  1  BR 

Condition:  Good 

'^ehabllltatlmi:  To  include  replaceamit  of  oil  heat,  with  individual  elactric  heat 
punrps  and  air  candle laning;  installation  of  new  kitchens,  roofs,  doors  and  windows; 
iaiuiatlon;  upgrade  electrical,  aechanical,  and  plumbing  SjTStems;  provision  of  tot 

lots  and  Cvo  handicapped  units. 

Total  Inprovsaents:   $803,036 
Purchased  8/12/81  for  $795,000. 

HUD  processing: 

Section  8  notification  of  funding:  Issued  on  Septeaber  21,  1980. 
Annual  contract  authority  is  $22A,076.  Budget  authority  reservation  is  $4,481,520. 

Feasibility  Letter  Issued  on  October  17,  1980. 

Flm  Coanitaent  Issued  on  January  15,  1982  for  a  loan  in  the  principal  saount  of 
$1,761,600  to  be  insured  under  Section  221  (d)  (3)  at  an  effective  rate  of  8Z  Interest. 
The  F.A.F.  to  provide  the  Interest  differential  between  12Z  and  8Z.  Total  sstlasted 
cash  equity  is  $278,490. 

Affiraatlve  Marketing  Plan  approved. 

Tenant  Profile  as  of  September,  1981:  40Z  Hispanic,  30Z  White,  15Z  Black,  15Z  Oriental. 

RenovattoG  will  be  in  three  phases  in  cooperation  with  approved  Relocation  Plan 
estimated  to  cost  $51,275. 

Developaent  Team: 

Architect   Grljra  and  Parker,  Alexandria,  Virginia 
General  Con tractor:  Harkins  Conmerclal,  Silver  Spring,  MD. 
Settleaent  Attorney:  Jim  Lyons  of  Coan,  Couture,  Lyons  &  Moorhead 
Mortgagee:  Gay  leaaley  Lawfence  oi   ASG  Associates,  Washington,  D.  C. 
Manageaent:  NCHP  Property  Managenent,  Washington,  D.  C. 

Financing:  GNMA  Tandem  Fermancnt  Mortgage  Financing  at  8Z 

CanjstrxjcElork  f^inanclng  to  be  obtained  from  the  Virginia  Housing 
Development  Authority  or  through  11  (b)  Bonds 

3/24/82 
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PROFILE: 

A  partially  paralyzed  Senior  Citizen  on 
Social  Security  was  living  In  condemned  housing 
without  running  water  or  electricity.  Thanks  to 
Section  8  she  Is  now  In  a  unit  that  Is  accessible 
to  her  via  wheel  chair  at  a  price  she  can  afford. 


PROFILE: 

A  family  consisting  of  a  mother  and  her  two 
sons  had  been  forced  to  separate  because  the 
mother,  partially  disabled,  could  no  longer  af- 
ford their  home.  The  boys  were  sent  to  live  with 
different  relatives.  Now  they  are  together 
again  in  a  financially  assisted  community  in  a 
convenient  area. 
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When  HOUSING  Demands  Concern 

INTRODUCTION 


As  recently  as  December  2,  1981,  a  front  page 
story  in  The  Washington  Post  headlined  additional 
cuts  in  subsidies  to  the  poor,  particularly  in  the 
areas  of  housing  aid  and  programs  to  aid  cities. 

Included  in  the  proposals  by  budget  director 
David  Stockman  is  the  phase-out  by  1984  of  the  ex- 
isting community  development  block  grant  (CDBG) 
program  and  authorization  for  no  new  subsidized 
housing  units  for  the  poor  in  fiscal  1983. 

Although  Mr.  Stockman's  proposal  is  not  final 
and  has  not  been  officially  approved,  it  is  impor- 
tant that  we  be  aware  of  the  tensions  between  fed- 
eral budgetary  concerns  and  the  increasing  need 
for  housing  support.  Recognizing  this  need  the 
Department  of  Housing  and  Urban  Development  had 
requested  an  additional  100,000  units  for  fiscal 
1983. 

This  booklet  is  intended  to  bring  to  your  at- 
tention some  pertinent  facts  about  the  crisis  in 
housing  for  the  poor  in  the  Northern  Virginia  area. 
We  urge  you  to  read  it — and  to  support  those  pro- 
grams which  will  increase  the  dignity  of  life 
through  quality  of  housing  environment  for  the 
poor  in  our  community. 

+  +  +  +  +  -»-'l--l-  +  + 

/\n  excellent  detailed  study  of  the  housing 
situation  in  Arlington  County  is  contained 
in  the  Repjrt  of  the  A.:  He  ^  Housing  Advisory 
Committee,  January,  1981,  James  M.  Wright, 
Chairman. 
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Americans  believe  that  decent,  affordable 
housing  is  both  a  necessity  and  a  right.  Over 
thirty  years  ago  the  Housing  Act  o^  1949  set  the 
goal  of  "a  decent  home  and  suitable  living  envir- 
onment for  every  American  familv."  Today  most 
Americans,  fortunately,  are  abletoafford  decent 
housing  on  their  own  incomes.  Many  enjoy  very 
comfortable  and  spacious  homes;  some  even  own  and 
use  two  homes  in  different  locations. 

Emphasis  on  the  improving  American  life- 
style, however,  detracts  attention  from  the  fact 
that  there  is  an  increasingly  large  proportion 
of  the  population  for  whom  a  decent  home  is  no 
longer  realizable.  Rising  costs  of  food,  cloth- 
ing, transportation,  and  housing  compared  with 
income  earned  has  moved  many  formerly  middle 
class  families  into  the  moderate- to-low  income 
categories.  The  problem  has  escalated  as  high 
interest  rates^  restrictive  land-use  policies 
and  decreases  in  housing  subsidies  have  contrib- 
uted to  fewer  new  rental  housing  units  being 
constructed. 
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The  estimated  median  family  income  in  all  of 
Northern  Virginia  in  1980  was  $36,127.1 

Estimates  of  median  family  income  for  speci- 
fic communities  include: 

Alexandria:   $28,742     Arlington:   $34,426 
Fairfax  County:   $39,346  2 


Housing  need  is  generally  defined  as  affect- 
ing those  households  where  more  than  25-30  per 
cent  of  family  gross  income  is  paid  for  housing. 
Of  the  two  categories  of  need  for  housing  assist- 
ance, the  "very  low  income"  households  are  those 
with  median  incomes  less  than  or  equal  to  50  per 
cent  of  the  area  median  household  income.  The 
"lower  income"  category  includes  those  house- 
holds at  or  below  80  per  cent  of  the  area  median 
household  income. 


FACT:  The  large  majority  of  families 
eligible  for  housing  assistance  ARE 
EMPLOYED. 


1.  Estimate  based  on  information  supplied  by  the 
Report  of  the  Ad  Hoc  Housing  Advisory  Committee, 
Arlington  County,  January,  1981,  p.  5. 

2.  Estimated  figures  based  on  the  expected  rate 
of  increase  in  the  Standard  Metropolitan  Statis- 
tical Area  (SMSA)  figures  from  1979  statistics. 
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Table  I  illustrates  the  wide  range  of  employ- 
ment positions  which  yield  incomes  below  the 
median  level. 


CATEGORY 

ANNUAL  INCOME 

teacher  (Arlington) 

$14,224 

(Fairfax) 

$16,570 

police 

$17,000 

firefighters 

$16,602 

carpenters 

$10,400  -  15,600 

masons 

$  8,320  -  12,480 

mechanics 

$  9,000  -  10,500 

bank  teller 

$  8,000 

store  clerk 

$  6,968 

office  clerk 

$10,090  -  12,000 

school  secretary  (Arl) 

$10,842 

(Ffx) 

$11,393 

cook 

$  6,968 

gas  station  worker 

$  6,968 

Federal  Govt. :  GS-5 

$12,854  -  16,706 

OS -4 

$11,490  -  14,937 

GS-3 

$10,235  -  13,304 

GS-2 

$  9,381  -  11,807 

GS-1 

$  8,342  -  10,439 

Supplementary  Security  In 

- 

corae(SSI  -  aged  or  disabled)  $  3,416.40     | 

**Social  Security  (single) 

$  1,464.00 

**Social  Security  (couple) 

$  9,034.80 

Public  Assistance 

Maximum  (mother  +  2) 

$  3,720  -  4,128 

Military  (E-1) 

$  8,599 

(E-4) 

$  9,997 

TABLE  1  * 

*  Figures  approximating  beginning  salaries  and 
categories  of  employment  revised  by  editor. 

**  Age  65  in  1981 
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Economists  have  determined  that  families 
should  spend  no  more  than  30  per  cent  of  their  in- 
come on  housing,  whether  as  rent  or  as  mortgage 
payments.  Table  2  illustrates  the  maximum  amounts 
that  should  be  designated  for  housing  at  various 
income  levels. 


INCOME 

30 

PER  CENT  FOR 

ANNUAL 

MONTHLY 

HOUSING  MONTHLY     1 

$  2,000 

$  166.67 

50.00 

4,000 

333.33 

100.00 

6,000 

500.00 

150.00 

8,000 

666.67 

200.00 

10,000 

833.00 

250.00 

12,000 

1,000.00 

300.00 

14,000 

1,166.67 

350.00 

16,000 

1,333.33 

400.00 

18,000 

1,500.00 

450.00 

20,000 

1,666.67 

500.00 

TABLE  2 


WHERE  COULD  A  DISABLED  PERSON  LIVING  ON  SSI 
OF  $284.70  FIND  HOUSING  FOR  $71.18  PER 
MONTH? 


According  to  a  Council  of  Governments  study 
in  1979,*  the  median  rents  for  apartments  in 
Northern  Virginia**  by  size  are: 

APIS. 


efficiency  $258.80 

1  Bedroom  275,40 

2  Bedroom  314,40 

3  Bedroom  401.80 


*  Housing  Technical  Report  Series  #5,  1979, 
Table  2,  pp.  16-20. 
**  Includes  jurisdictions  of  Alexandria,  Arling- 
ton Falls  Church,  Fairfax  City  and  Fairfax 
County • 
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Median  rents  by  housing  types  in  the  same 
geographic  area  include: 

low  rise  units  $281. 

mid  rise  units  321, 

high  rise  units  331. 

townhouse  319. 

The  foregoing  figures   reflect  a  percentage 
increase  of  22.19  per  cent  over  a  two-year  period. 


FACT:  The  majority  of  the  unemployed  are 
elderly,  permanently  disabled,  children,  or 
mothers  of  preschool  children.  Not  all  who 
need  housing  assistance  because  they  are 
unemployed  are  lazy  and  uninterested  in 
working. 


The  Section  8  Rental  Assistance  Program,  es- 
tablished by  the  U.  S.  Department  of  Housing  and 
Urban  Development  in  1974,  pays  the  difference 
between  25  per  cent  of  a  family's  adjusted  gross 
income  and  the  market  rent  of  a  unit. 

Guidelines  for  eligibility  for  Section  8 
assisted  housing,  based  on  adjusted  gross  income, 
are  applied  on  an  individual  basis.  A  single  per- 
son can  earn  up  to  $15,100;  a  family  of  two  can 
earn  up  to  $17,300;  and  a  family  of  four  can  earn 
up  to  $21,000.  These  figures,  based  on  80  per 
cent  of  the  area  median  household  income,  are  in 
the  "lower"  or  "moderate  income"  category. 


WHERE  CAN  A  PERSON  MAKING  A  MINIMUM  WAGE   OF 
$580  MONTHLY  FIND  HOUSING  FOR  $145-$175? 

WHERE  CAN  A  FAMILY  OF  FOUR  WITH  A  TOTAL  INCOME 
OF  $10,000  FIND  HOUSING  FOR  $250.00  A  MONTH? 
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Currently  it  is  estimated  that  in  Arlington 
County  there  are  only  75,000  rental  units.  Con- 
version of  more  than  7,000  units  has  taken  place 
since  the  early  1970 's  leaving  several  thousand 
renters  unable  to  afford  to  purchase. 


FACT:   In 

the 

long  run,  maintenance  of 

property  is 

the 

joint 

responsibility  of 

tenants  and 

management . 

It  is  unfair  and 

inaccurate 

to 

assume 

low  income  tenants 

are  neglectful 

of  their 

property. 

The  1981  report  of  the  Arlington  County  Ad 
Hoo  Advisory  Committee  estimates  that  there  are 
more  than  10,000  needy  households  in  Arlington 
County  (p.  37).  Fairfax  County  estimates  26,000 
families  need  housing  assistance. 

Very  few  conventional  rental  apartments  have 
been  built  in  Fairfax  County  since  1974.  The  Fair- 
fax County  Department  of  Housing  and  Community 
Development  attributes  this  to  the  cost  of  land 
and  construction,  and  the  resulting  rents  re- 
quired. Loss  of  many  of  the  older,  moderate  rent 
apartment  complexes  to  redevelopment  or  condomin- 
ium conversion  has  forced  thousands  of  moderate 
and  low  income  families  out  of  their  homes.  The 
list  includes: 

Shirley  Duke  and  Regina  2100  units 

Parkfalrfax  1684 

Fairlington  3155 

Buckingham^^  1805 

Columbia  Knolls  200 

Colonial  Village  212 

Claremont  Apartments  520 

Four  Mile  Run  Park  Apts.  163 

Virginian  261 


''A  conventional  cooperative 
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As  the  trend  to  condominium  conversion  con- 
tinues, more  and  more  of  the  low  and  moderate 
income  renters  are  displaced.  According  to  the 
Arlington  County  Ad  Hoc  Advisory  Committee  report, 
"If  the  current  rate  of  conversion  (approximately 
1,500  units  per  year)  continues  throughout  the 
1980's,  by  1990  there  will  be  only  about  •••  half 
the  38,000  units  available  in  1970."  (p.  39) 


FACT:    Applicants  can  be  selected  through 
careful  screening  on  such  matters  as  their 
record  of  past  tenancies  and  credit  history, 
even  in  Federally  assisted  buildings. 


Fairfax  County's  publication,  "Estimated  Me- 
dian and  Average  Housing  Value  of  Owned  Units  by 
Housing  Type"  for  1981  estimates  the  valuation  of 
owned  homes  to  be: 

Median  Average 

Single  Family:            $106,800  $115,800 

Townhouse                  79,800  81,700 

Condominium                51,500  68,100 

Average  sales  prices  for  all  houses  in  Fair- 
fax County  in  1980  averaged  $103,654  for  single 
family  detached  and  $72,439  for  single  family 
attached. 

As  of  January,  1980,  Arlington  County  esti- 
mates median  sales  prices  to  be: 

Single  Family  detached: 

Single  Family  attached: 

Low  Rise  Condo  Conv: 

High  Rise  Condo  Conv: 


4  BR 

$184,000 

3  BR 

$169,900 

3  BR 

$102,400 

2  BR 

$  89,400 

3  BR 

$  83,990 

2  BR 

$  62,990 

2  BR 

$  66,000 

1  BR 

$  53,900 

Digitized  by 


Google 


1922 


The  Federal  Department  of  Housing  and  Urban 
Development  administers  various  programs  to  pub- 
lic and  private  developers  of  assisted  housing. 

Public  Housing  -  built,  owned  and  managed  by 
local  housing  authorities,  was  the  original  Fed- 
eral solution  to  the  housing  problem.  It  ha?^  been 
less  j)Oj>ular  and  received  less  funds  from  Con- 
gress since  tlie  dcvelopipent  of  the  once  favored 
"Section  8"  {)rogram.  HI' I)  is  advocating  a  complete 
l)hase  ouL  sf  any  nevv^  public  housing  bv  19^3. 

The  Section  8  Rental  Assistance  Progrnn  pays 
the  differenct!  botwt.cn  1:3  per  cent  o\  n  family's 
adjusted  gross  incono  .uid  the  market  rent  oi^  tlit 
uTiit.  Th.is  is  expected  t,Ci  change  to  30  per  cent 
in  the  near  future.  Section  8  can  be  used 
througii 

1)  "Finders  Keepers'*  Cer-ii  fi'/ates  or  "Vouch- 
ers" wliicli  are  issued  to  qualified  families  wlio 
seek  and  rent  existing  ht)using  from  ANV  landlord 
who  is  willing  to  paiticipate  in  the  pro>;ram 
provided  tlie  rental  unit  falls  within  the  Fair 
Market  Rent  set  by  HUD. 

2)  Guarantees  of  "Section  8"  rental  assist- 
ance have  been  available  to  developers,  non-profit 
sj)onsors  and  housing  authorities  wjio  rehabilitate 
deteriorated  buildings. 


By  1983  a  substantial  reduction  in  subsidies 
for  sponsors  of  new  construction  rental  or  cooper- 
atively owned  developments  is  being  proposed  by 
HUD.  Instead,  money  is  being  requested  for  pub- 
lic housing  operating  subsidies,  modernization, 
and  troubled  projects'  operating  subsidies. 
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The  Wesley  Housing  Development  Corporation 
is  Northern  Virginia-wide  in  membership  and 
orientation,  having  been  founded  as  a  non-profit 
corporation  by  the  United  Methodist  Churches  of 
Northern  Virginia  in  1974  to  address  the  serious 
lack  of  decent  and  affordable  housing  for  people 
of  low  and  moderate  income.  It  is  funded  by  con- 
tributions from  the  Northern  Virginia  United 
Methodist  Board  of  Missions,  private  individuals, 
foundations,  and  Community  Development  Block 
Grant  Funds  administered  through  Arlington  and 
Fairfax  County. 


Tn  September  1979,  Strawbridge  Square,  spon- 
sored by  WHDC  as  a  low- and  moderate-income  apart- 
ment project,  opened  its  doors  to  128  families. 
The  project  is  enhanced  by  the  Lincolnia  Commun- 
ity Center,   administered  by  Strawbridge  Square, 
Inc.,   which  helps  to  serve  the  leisure  time  in- 
terest of  the  community  and  the  surrounding 
neighborhood. 


By  spring  1981,  WHDC  had  completed  con- 
struction of  Mt.  Pleasant  Circle,  a  group  of  13 
single  family  homes  offered  for  sale  through  the 
Fairfax  County  Moderate  Income  Direct  Sales 
program.   All  these  homes  have  been  sold. 


The  acquisition  of  the  Knightsbridge  Apart- 
ments in  Arlington  County  took  place  in  August, 
1981.  This  renovation  project  will  provide 
rental  housin^^  for  37  low  and  moderate  income 
families. 
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FACT:  Up  to  70  per  cent  of  those  who  can 
live  in  assisted  housing  may  be  of  "moderate" 
income.  Applications  for  existing  projects 
indicate  a  large  number  of  moderate  income 
families  are  seeking  housing  assistance. 


Many  future  decisions  about  funding  lov;  and 
moderate  income  housing  are  political  and  v/ill 
depend  on  the  strength,  the  persistence,  and  the 
support  of  those  who  believe  in  it.  We  urge  you 
to: 


Support  the  development  of,  and  fund- 
ing for,  low  and  moderate  income  hous- 
ing by  contacting  appropriate  public 
officials. 


Seek  and  support  landlords  or  private 
sponsors  who  will  develop  more  low  and 
moderate  income  units. 


Support   W.H.D.C.   with  your  time  as  a 
volunteer  and/or  your  financial  aid. 
WE  NEED  YOUR  HELP! 
-f  +  -|-  +  -l-  +  +  -l-4--f-f-l-4-l-4--l--l-  +  -l-  +  +  +  +  -»- 

THE  WESLEY  HOUSING  DEVELOPMENT  CORPORATION 

3900  King  St  ,  Alexandria,  Va.  22302 

(703)  379-9477 

President:  W.  Earl  Masincup 

Executive  Director:  Virginia  Peters 
^.  +  +  ^.  +  +  +  +  +  +  ^.  +  ^.  +  ^.^.  +  ^.-1-  +  +  +  +  + 

When  HOUSING  Demands  Concern,  1981 
Carroll  Flateri,  editor;  Arne  Platen,  cover  artist 
A  revision  of  "Why  Assisted  Housing?",  1979, 
Patricia  McGrady,  editor. 
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PROFILE: 

A  Senior  Citizen,  unable  to  afford  rent 
payments,  was  essentially  homeless,  living  part 
of  the  time  in  a  condemned,  burned-out  house 
and  part  of  the  time  in  his  truck  in  the  middle 
of  the  winter.  Suffering  from  six  serious  ill- 
nesses, he  was  desperate  until  he  found  a  sub- 
sidized community  which  he  could  afford  and 
which  welcomed  him. 


PROFILE: 

A  mother  of  three  was  living  in  a  two  bed- 
room apartment  in  a  rundown  neighborhood •  Al- 
though she  had  been  accepted  into  a  training 
program  to  prepare  her  for  a  better  job,  she 
could  not  find  decent  housing  on  her  salary. 
Now  the  family  is  living  in  a  suitable  environ- 
ment, and  the  mother  is  employed  in  an  on-going 
capacity. 
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Chairman  GtONZALez.  Thank  you  very  much,  Mrs.  Peters.  In  view 
of  the  fact  that  I  guess  every  one  of  us  is  having  some  kind  of  a 
conflict  here  in  this  rather  disorderly  period  and  due  to  the  fiact 
that  I  was  not  able  to  be  here,  as  I  very  desperately  wanted  to, 
when  the  first  panel  presented  their  views,  I  would  like  the  record 
to  show  that  in  my  case  the  presentation  by  the  religious  leaden 
here  assembled  this  morning  has  been  very  evocative  and  very  sig- 
nificant, especially  the  Southern  Baptist  Convention  spokesman 
will  have  a  definite  political  impact. 

At  this  time  everything  you  have  said,  of  course,  I  must  say  some 
of  us  have  been  sa3dng  since  13  months  ago.  We  could  not  get  any- 
body to  discuss  it  13  months  ago,  even  though  it  was  an  issue  just 
as  much  then  as  it  is  today.  I  cannot  evoke  another  period,  anouier 
world  in  words,  but  I  think  that  the  record  ought  to  reflect  why 
there  is  such  a  personal  association. 

When  I  mentioned  that  the  Southern  Baptists  as  a  group  in  the 
South  in  the  1920's,  to  be  precise  when  I  was  about  5  years  old,  was 
because  one  of  the  oldest  members  of  my  family  suffered,  most 
traumaticallv,  was  the  fear  engendered  at  about  midnight  by  some 
nightriding  hoodbearing  Ku  Klux  Klanners.  They  just  scared  the 
wits  out  of  one  of  my  aunts  who  was  helping  a  mother  and  fathMsr 
to  raise  a  family  and  about  13  other  dependents  that  had  fled  from 
Mexico  during  a  highly  turbulent  period  to  San  Antonio. 

The  reason  they  were  rampaging  and  terrorizing  the  neighbor- 
hood was  because  in  the  rear  of  our  house  at  that  time  was  a  con- 
verted barn  occupied  by  two  black  families  and  so  these  nightriders 
were  really  there  whooping  it  up  to  scare  the  blacks  but  actually 
also  intimidating  what  they  called  the  Mexicans  in  the  front  house. 

So  I  remember  the  terror,  just  the  things  that  happened  and 
waking  up  in  that  environment  and  then  later — not  more  than  2 
years  after  that— walking  down  the  then-dusty  street  over  to  what 
was  the  Jewish  Women  s  Council  or  Federation.  They  were  the 
only  ones  that  had  instruction  in  English,  that  is  for  English  and 
for  citizenship,  in  that  whole  area  for  years.  For  decades  even  after 
that  such  was  discouraged  by  even  the  Immigration  and  Naturali- 
zation officials.  Instead  of  encouraging  it  they  did  evervthing  they 
could  to  keep  people  from  wanting  or  being  enabled  to  become  citi- 
zens. 

We  still  have  residual  effects  so  that  when  the  federation  spokes- 
man here  for  the  American  Jewish  Federation,  I  could  not  help  but 
intend  to  bring  this  into  the  record.  Even  then  it  was  a  very  lonely 
job.  Nobody  else  was  doing  it.  Nobody  else — church  organizations, 
civic  organizations,  defense,  nothing. 

Then  in  the  case  of  the  Wesley  Housing,  as  I  grew  a  little  bit 
older  and  participated  in  basketball,  the  Wesley  House  on  the  west 
side,  Mexican  town,  was  the  only  place  that  had  a  roof  over  a  gym 
where  we  could  play  basketball  and  compete  in  the  city  league  and 
also  the  only  settlement  house,  if  you  want  to  call  it  that. 

So  Wesley  Community,  the  Jewish  Federation,  the  Baptist  Con- 
vention, and  the  others  represented  here  have  very  definite  identi- 
fication in  my  mind,  certainly  at  this  time.  There  is  a  reaffirmation 
of  that  commitment. 

The  problem  as  I  see  it  is  that  we  have  a  real  political  war  in 
order  to  even  be  minimally  responsive  to  what  is  obviously  our  ex- 
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perienced  recommendations.  We  would  have  to  talk  in  terms  of 
some  conversions,  born  again  Americans,  starting  with  the  Presi- 
dent, but  really  here  on  this  level  because  even  now  the  only  thing 
going  for  us— and  this  was  a  reason  that  I  was  very  grateful  for  the 
specific  reference  by  some  of  the  panelists,  not  all,  to  the  endorse- 
ment of  the  vehicle  that  we  have  put  together  where  the  odds  are 
being  placed  against  us. 

It  is  the  only  thing  that  would  even  give  you  a  lifeline  hold  on 
these  basic  programs  that  you  know  and  you  testify  very  eloquent- 
ly are  not  only  needed,  they  are  vital.  They  are  indispensible 
unless  we  accept  the  Third  World  country  economy  and  standard  of 
living  for  Americans,  which,  incidentally,  I  think  has  been  the 
issue  now  for  some  time. 

I  had  said  as  far  back  as  13  years  ago  that  the  real  issue  was 
what  we  called  the  standard  of  living.  At  this  point  I  would  really 
appreciate  very  much  specific  help  as  far  as  you  can  in  supporting 
the  specific  legislation  we  have  put  together  which  we  have  labored 
for  more  than  a  year  on.  We  have  gone  into  a  lot  of  States,  at  least 
I  have  gone  into  a  lot  of  States.  The  subcommittee  has  gone  into 
five  from  the  Eastern  Shore  to  California. 

We  would  have  done  more  but  we  have  to  fight  for  our  own  mini- 
mum moneys  for  this  committee.  Men  like  Senator  Warner  very 
cavalierly  calls  you  and  tells  you  look,  here  is  a  grant  but  does  not 
tell  you  how  he  voted  on  that  which  enables  a  President  to  zero  out 
such  a  program.  It  is  zeroed  out  as  of  this  moment  and  the  Presi- 
dent's budget  request  further  anchors  it  down. 

The  President  might  be  far  less  honored  as  a  humanitarian  by 
the  Council  of  Christians  and  Jews.  Yes,  I  did  notice  in  the  paper 
that  some  revolted  at  that.  Some  of  the  members  and  former  recipi- 
ents returned  their  medal  or  whatever  it  is,  but  it  shows  the  anom- 
aly that  we  are  in  today. 

You  have  the  record  of  everybody  saying  oh,  sure,  we're  not 
against  doing  something.  But  what  you  are  asking  for  is  contrary 
to  the  President's  economic  recovery  program  or  plan  because  we 
have  got  to  cut  back.  What  you  are  asking  for  is  a  continuation 
even  of  a  minimal  subsidy.  And  even  though  it  does  involve  the 
elimination  or  death  of  a  basic  program  or  policy  that  the  Congress 
itself  has  set  for  more  than  30  years,  in  some  cases  we  are  going  to 
kill  them  without  even  having  a  hearing  to  evaluate  the  merits. 

Last  year  this  is  what  we  did  when  we  sat  down  in  the  confer- 
ence. It  was  not  to  go  over  the  vehicle  that  we  had  for  a  while 
which  was  the  Housing  Act  of  last  year  because  every  one  of  these 
assisted  housing  programs  must  be  renewed  on  a  yearly  basis.  This 
is  why  we  are  having  the  hearings  now  on  the  bill.  But  last  year, 
under  a  new,  up  to  then  quite  novel  avenue  known  as  reconcili- 
ation mandated  by  the  so-called  Gramm-Latta  substitute  which  was 
to  a  man  supported  by  the  Republican  Party,  including  Senator 
Warner,  we  had  then  to  sit  there  and  to  me  the  most  awesome  and 
dismal  experience  was  to  sit  last  year  in  the  conference  and  talk 
about  well,  look.  How  are  we  going  to  get  together  here  on  x 
number  of  dollars  instead  of  y  and  deciding  that  to  all  intents  and 
purposes  certain  programs  were  being  killed  by  that  and  others 
were  being  reduced  to  an  ineffective  level. 
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But  that  never  was  the  issue  of  the  discussion.  The  merit  or  de- 
merit of  the  program  was  not  under  consideration  at  all.  Tliere 
were  just  about  seven  or  nine  of  us  there  deciding  the  fate  on  the 
basis  of  a  computer  target  mandated  bv  this  section. 

So  what  I  am  saying  right  now  is  that  it  would  be  very  helpful. 
The  only  thing  that  I  know  that  we  can  do  is  political  and  that  is 
what  can  be  dfone  now  to  reach  the  likes  of  Senator  Warner.  Tell 
him,  '^Senator,  you  want  credit  for  having  announced  a  grant,  but 
what  can  you  do  now  so  that  you  can  have  the  honor  and  get  the 
credit  again  of  announcing  another  grant. 

Mrs.  Peters.  A  waiver. 

Chairman  Gonzalez.  Well,  the  waiver,  you  see,  that  is  directlv 
targeted  by  the  administration,  specifically  targeted  as  eliminated. 
We  had  the  Secretary  of  HUD  before  us,  and  he  said  that  he  was 
very  proud  of  what  he  had  done  thus  far  in  stopping  the  committed 
programs  insofar  as  202  is  concerned,  for  example. 

Originally  they  were  out  to  kill  202  completely,  but  the  outciy 
from  some  of  us  directly  and  indirectlv,  in  fact  through  channeb 
such  as  your  church  organizations  and  others,  made  mem  realize 
that  when  it  came  to  the  202  and  the  elderly  and  the  disabled  that 
that  was  political  dynamite  and  they  could  not  do  it  quickly.  So  he 
finally  came  in  and  said  well,  10,000,  the  budget  is  OK  on  that. 

But  actually  that  in  itself  will  barely  keep  the  process  in  place,  if 
at  all.  He  clearly  indicated  that  even  if  ne  felt  as  Secretary  of 
HUD,  or  actually  I  think  his  judgment  would  be  b€»t,  that  would 
have  to  3deld  with  whatever  it  was  that  was  mandated  1^  the 
Office  of  Management  and  Budget.  The  Office  of  Management  and 
Budget  has  been  very  clear  that  too  much  credit  or  culocation  of 
credit  has  been  headmg  for  housing,  not  lust  assisted  housing  but 
in  the  areas  of  the  secondary  mortage  markets. 

The  President's  budget  allows  for  no  construction,  period.  His 
Commission  on  Housing  which  for  a  year  has  been  the  excuse  for 
their  not  addressing  what  they  admit  on  questioning  from  myself 
as  an  ongoing  housing  crisis — which,  of  course,  you  do  dramatically 
individualize. 

I  am  very  grateful  for  your  presentations.  To  those  of  you  who 
specifically  signified  your  support  and  if  you  could  impress  upon 
your  associates  in  other  jurisdictions  who  in  turn  might  have  some 
impact  on  our  colleagues  that  we  might  have  a  chance,  we  might 
just  have  a  chance. 

In  all  truthfulness,  the  Congress  cannot  duck  the  issue  like  it  did 
last  year  this  time  because  whether  through  inaction  or  negative 
action  these  policies  and  programs  will  die.  They  are  dead.  So  what 
we  are  ofTenng  is  minimal  and  it  is  all  within  the  target  of  the 
budget  limits  that  the  President  himself  had  indicated  was  accept- 
able. 

This,  I  thought,  would  represent  my  input  this  morning  and  my 
specific  questions,  realW  you  anticipated  them.  You  have  answered 
them.  You  have  reconfirmed  some  and  I  repeat,  we  are  very  grate* 
ful. 

Mr.  Vento. 

Mr.  Vento.  Thank  you,  Mr.  Chairman.  Your  testimony  was 
indeed  very  good  testimony  and  very  helpful  insofar  as  you  spedfi- 
cally  offered  your  support.  I  feel  like  even  the  measure  we  pro- 
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duced,  although  it  has  some  innovative  features  in  it  in  terms  of 
multi-family  housing,  in  terms  of  providing  innovative  grants,  that 
it  really  is  sort  of  limited  and  really  does  not  get  at  any  more  of 
the  problem  than  what  we  have  been  dealing  with. 

But  at  least  permits  what  I  would  characterize  as  the  infrastruc- 
ture that  exists,  whether  it  is  public,  private,  and  keeps  it  in  place 
so  that  we  continue  at  least  to  have  some  basis  for  a  response  to 
what  are  very  harsh  crises  in  terms  of  housing,  especially  at  this 
particular  time.  Obviously,  because  of  the  recession  that  is  gripping 
this  Nation  now,  none  of  the  economic  predictions,  I  suppose, 
either  positive  or  negative,  that  have  been  made  by  the  administra- 
tion really  have  started  to  work.  I  frankly  do  not  think  that  they 
will,  but  obviously  they  share  a  different  point  of  view. 

Your  testimony  in  support  of  this  specific  bill,  I  think,  is  very 
helpful.  Right  now,  of  course,  the  universe  of  individuals  that  are 
in  need  of  assisted  housing  has  expanded  very,  very  greatly  by  the 
virtue  of  what  has  happened  to  interest  rates  and  there  is  a  great 
deal  of  hostility  toward  the  prc^ams  that  are  aimed  at  the  low- 
income  individuals  from  those  that  can  no  longer  afford  housing 
during  this  particular  time. 

So  it  becomes  very  difficult,  even  during  the  best  of  economic 
conditions.  Low-income  people  cannot  afford  housing  in  the  present 
context  of  the  way  the  housing  is  provided  in  this  Nation.  We  hope 
that  that  is  temporary,  but  we  know  that  it  is  important  to  main- 
tain some  program. 

I  think  no  one  is  saying  that  section  8  is  the  only  way  to  go,  but 
if  you  are  going  to  replace  it  you  have  to  have  something  in  its 
place  and  unfortunately  the  Reagan  administration  has  nothing  in 
its  place  to  replace  that.  A  study  commission,  whether  blue  ribbon 
or  otherwise,  is  not  an  adequate  response  to  the  very  real  needs 
that  we  have  in  our  communities. 

I  have  just  a  couple  of  questions.  One  is  on  202,  Dr.  Franzen.  You 
pointed  out  your  activity  with  that  particular  program  and  we  are 
very  pleased  to  hear  that  it  has  worked  as  well  as  it  has  in  New 
Jersey.  I  think  that  the  experience  is  shared  across  this  country 
with  regard  to  this  program. 

You  specifically  pointed  out  the  congregate  dining  aspects  of  it. 
Has  the  Housing  and  Urban  Development  Administration  proposed 
any  rule  changes  with  regards  to  the  meal  programs  with  regard  to 
your  202  program?  Are  you  aware  of  any  rule  change  proposals? 

One  that  has  been  considered  that  I  received  word  back  from  my 
own  community  was  that  they  could  not  provide  a  mandatory  meal 
during  the  day  for  residents  of  202.  Have  you  come  into  contact 
with  that? 

Mr  Franzen.  They  have  not  indicated  that  to  us.  We  have  via 
the  grapevine  heard  of  this  in  other  parts  of  the  country,  but  at 
least  our  office  has  not  contacted  us. 

Mr.  Vento.  What  would  be  the  impact  of  that  change  in  terms  of 
offering  that  meal  program?  You  have  pointed  out,  and  I  think 
properly  so,  that  other  ancillary  services — the  congregate  dining 
and  the  other  things — are  very  important  to  the  202  prc^am. 

Mr.  Franzen.  To  operate  a  congregate  service  demand^  a  volume 
and  if  this  becomes  a  choice  in  the  operation,  if  that  is  what  you 
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are  pointing  out,  you  do  not  have  the  volume  to  maintain  the  per- 
sonnel to  operate  this. 

Now  there  are  other  housing  units  that  do  not  have  congregate 
services  and  when  people  were  appl3dng  for  our  place  they  com- 
plained that  they  did  not  wish  it.  I  mention  that,  you  know,  we  in 
this  particular  program  were  tiying  to  serve  those  who  needed  it 
We  have  one  man  who  was  getting  a  blood  transfusion  on  a  regular 
basis.  He  came  the  other  day  and  said.  Pastor,  I  have  not  had  a 
transfusion  since  I  moved  in  here. 

This  kind  of  personnel  needs  that  and  we  have  to  try  and  find 
those  people  who  really  need  that  particular  option  and  then  brinff 
them  into  that  building,  but  we  just  cannot  have  a  restaurant  kind 
of  opportunity  where  you  wish  or  wish  not  to  offer  it 

Mr.  Vento.  I  am  glad  you  know  about  the  202  program  in  hous- 
ing, because  when  I  asked  the  Secretary  when  he  was  here  2  or  3 
weeks  ago,  he  did  not  know  what  I  was  talking  about  when  we 
talked  about  the  mandated  meal  program.  Do  ^ou  disagree  with 
the  fact  that  it  remains  pretty  much  operating  like  it  has?  Do  you 
find  great  problems  with  it  the  way  that  it  has  functioned? 

You  know,  the  feeling  we  get  is  that  there  is  an  effort  to  pull 
back,  and  destroy  the  credibility  of  the  program  and  the  workabil- 
ity, then  you  just  sa^  well,  since  it  is  not  working  I  think  we  will 
eliminate  it,  which  disturbs  me. 

So  although  we  can  see  imperfections  in  these  programs  that  is 
just  a  little  example  of  the  type  of  leverage,  the  type  of  harrasB- 
ment  as  I  would  characterize  it  that  is  being  used.  You  know,  we 
can  talk  about  management  problems,  we  can  talk  about  pipeline, 
and  you  have  done  well  in  terms  of  debating  those  issues. 

But  I  think  it  is  very  heartening  to  have  your  support  out  there 
and  we  very  much  appreciate  it.  A  year  ago  maybe  things  did  not 
look  like  they  were  going  to  be  as  bad,  but  what  we  are  headed  for 
right  now  is  an  aofministration  that  is  completely  withdrawing 
from  the  entire  assistance  program.  At  this  rate  we  will  not  be  in 
housing  in  2  years.  We  all  know  it  has  never  been  an  entitlement 
program.  That  does  not  make  it  any  less  important. 

We  have  to  maintain  a  presence.  We  have  to  encourage  the  pri- 
vate sector.  We  have  to  work  with  the  State  and  local  govemmente 
in  the  absence  of  the  national  government  in  terms  of  this  particu- 
lar role.  We  know  that  housing  programs  will  not  take  place  even 
in  the  most  progressive  communities.  We  are  talking  about  Mont- 
gomery County.  We  are  talking  about  Fairfax.  We  are  talking 
about  my  area,  Minneapolis-St.  Paul.  We  are  not  communities  like 
Cleveland  that  have  serious  problems,  but  nevertheless  in  the  ab- 
sence of  the  national  government  here  I  do  not  see  the  private 
sector  coming  in  and  taking  over  the  role. 

The  bishop  from  Cleveland  mentioned  that  there  is  a  necessity 
for  600,000  to  700,000  units  a  year.  The  most  we  have  ever  provided 
is  probably  350,0()0  and  there  is  plenty  of  room  for  them  to  come  in 
and  pick  up  a  piece  of  the  responsibility  if  they  want  it.  I  do  not 
imagine  any  of  you  have  discouraged  them.  I  have  not  and  I  do  not 
think  the  national  government  has. 

So  I  think  we  continue  to  look  at  that,  but  I  think  to  pull  away 
the  support  that  we  have,  even  at  an  inadequate  level,  at  a  time 
when  it  is  not  being  met  causes  me  distress  and  I  am  pleased  to  j 
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that  you  are  speaking  out  on  what  I  think  really  represents  a  great 
issue  that  we  face.  'Hiis  subiect,  this  area,  has  sustained  more  cuts 
than  any  other  in  the  1981  budget  and  the  proposals  to  flatly 
refuse  and  deny  this  to  people  I  think  it  very  great. 

You  point  out  that  we  have  people  that  advocate  family  lifestyles 
and  so  forth  but  yet  what  is  more  important  than  having  a  shelter 
where  you  can  keep  that  family  together.  I  do  not  know  of  any 
other.  I  do  not  know  of  any  change  of  disposition  of  the  goals  of  the 
people  of  this  country,  and  I  do  not  know  why  the  new  administra- 
tion pursues  that  goal  or  that  commitment. 

I  think  it  is  very,  very  high  on  the  agenda.  I  hope  that  before 
great  damage  is  done  that  we  can  at  least  preserve  the  infrastruc- 
ture because  we  all  know  that  at  great  times  of  recession  it  is  hard 
for  the  Government  to  meet  all  the  needs,  but  that  does  not  mean 
we  walk  away  from  them,  and  that  is  not  the  reason  that  we  have 
a  great  deficit  in  this  particular  year. 

It  is  not  because  of  the  fact  that  we  are  trjdng  to  meet  these  com- 
mitments. Unfortunately  it  is  because  it  is  on  the  revenue  side  of 
the  picture.  It  is  on  the  exspenditure  side,  but  not  in  terms  of  meet- 
ing social  commitments.  It  goes  to  the  needs  in  terms  of  defense 
and  other  areas.  It  maybe  should  not  weigh  so  heavily  in  terms  of 
where  we  meet  the  responsibilities. 

I  have  no  questions.  I  appreciate  your  listening  to  me.  I  listened 
to  you.  [Laughter.] 

I  want  you  to  know  that  you  are  having  an  impact.  It  is  getting 
through  and  we  intend  to  fight  as  hard  as  we  can  and  we  are 
happy  to  have  your  support.  Thank  you  very  much.  Thank  you, 
Mr.  Chairman. 

Chairman  GtONZALEZ.  Thank  you,  Mr.  Vento.  Mr.  Vento  did 
make  one  very  significant  point  because  we  had  witnesses  last 
week  and  some  this  week  from  other  areas  of  housing,  assisted 
housing — public  housing,  for  example — and  there  is  no  question 
that  their  testimony  from  one  end  of  the  country  to  the  other  was 
to  the  systematic  practices  that  the  administration  is  carrying  on 
to  bring  their  self-fulfillment  of  their  wish  of  privatizing  public 
housing,  turning  it  over  to  private  enterprise  by  so  discouraging 
good  management  that  they  will  either  force  them  into  bankruptcy 
or  into  such  a  box  that  they  cannot  manage  properly. 

What  means  the  administration  thinks  it  can  find  to  get  private 
enterprise  to  assume  public  housing  I  have  not  heard  and  nobody 
else  has  either.  Yet  Mr.  Vento  has  raised  a  very  good  point  because 
in  some  related  areas,  not  necessarily  in  housing,  you  have  had 
this  manifestation  also  on  the  part  of  the  administration  and  then 
justification  for  the  elimination  of  the  programs. 

But  at  this  point  we  are  confronted  with  the  matter  of  survival. 
This  is  what  we  call  our  bill,  a  survival  bill.  As  I  said,  the  specific 
questions  that  I  thought  would  have  you  have  taken  care  of  even 
indirectly  but  very  specifically  in  some  cases. 

So  thank  you  again  very  much  and  I  hope  we  can  have  a  con- 
tinuing communication  and  dialog.  We  need  your  help. 

The  subcommittee  will  stand  in  recess  until  2  p.m.  in  this  same 
room. 

[Whereupon,  at  12:55  p.m.,  the  subcommittee  recessed,  to  recon- 
vene at  2  p.m.,  the  same  day.] 
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AFTERNOON  SESSION 

Chairman  GtONZALEZ.  The  subcommittee  will  please  come  to 
order. 

We  will  resume  the  session,  and  recognize  first  our  distinguished 
colleague  from  Oklahoma,  a  former  member  of  this  committee  with 
great  distinction.  I  think  he  looked  upon  it  as  a  promotion  when  he 
moved  over,  but  we  will  not  accept  that. 

Mr.  LuNDiNE.  Mr.  Chairman. 

Chairman  Gonzalez.  Yes,  Mr.  Lundine. 

Mr.  Lundine.  In  addition  to  welcoming  my  colleague  from  Okla- 
homa, I  wonder  if  I  could  put  a  short  statement  in  the  record  Bt 
this  point. 

Chairman  Gonzalez.  Without  any  objection,  so  ordered. 

[The  statement  of  Congressman  Luncune  follows:] 

Brief  Statement  of  Congressman  Stanley  N.  Lundine 

Let  me  state  at  the  outset  that  I  consider  the  Administration's  budget  reoommen- 
dations  for  the  Farmers  Home  Administration  to  be  totally  unaoceptiable.  Funding 
for  your  agency's  housing  programs  would  be  reduced  by  yO  percent  from  current 
budget  levels,  with  such  kev  programs  as  the  Sec.  515  rental  nousing  program  cut 
b^  as  much  as  80  percent.  Even  the  funding  provided  in  the  current  budget  is  8uffi> 
cient  to  meet  only  a  small  fraction  of  the  nousinjif  need  in  the  creditrstarved  rural 
areas  of  the  nation.  These  new  proposals  would  eliminate  FmHA  housing  activi^  In 
the  high-cost  rural  areas  of  the  Northeast  and  spread  what  little  funding  is  provided 
so  thinly  across  the  country  that  it  would  be  uselss  in  addressing  rural  needs  or  In 
helping  to  stablize  the  rural  economy. 

In  the  past  year,  we  have  seen  many  pcu-allels  drawn  between  current  politics! 
and  economic  conditions  and  those  existingin  the  1930s.  Nowhere  are  such  parallels 
becoming  as  accurate  as  in  rural  areas.  This  Administration's  policies  are  under- 
mining farm  income,  restricting  farm  credit  and,  with  these  proposals,  wUl  severdy 
curtail  housing  and  community  assistance.  Such  policies  could  foster  the  recurrence 
of  the  widespread  farm  and  home  foreclosures  and  resulting  poverty  and  homeleH- 
ness  we  saw  in  rural  areas  in  the  1930's. 

Mr.  Lundine.  What  is  the  word  from  rural  America? 
Mr.  Watkins.  Rural  America  needs  help.  [General  laughter.] 
Chairman  GtONZalez.  Thank  you,  Congressman.  You  are  recog- 
nized at  this  point,  and  you  mav  proceed  as  you  see  fit.  You  have  a 
prepared  statement.  If  you  wish  to  present  that  for  the  record,  as 
you  have  written  it,  and  then  summarize  it,  that  is  fine.  If  you 
wish  to  stick  to  the  text,  that  is  fine.  It  is  up  to  you. 

STATEMENT  OF  HON.  WES  WATKINS,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  OKLAHOMA,  AND  CHAIRMAN, 
CONGRESSIONAL  RURAL  CAUCUS,  ACCOMPANIED  BY  FRANK  G. 
TSUTRAS,  CAUCUS  DIRECTOR,  AND  JIM  JOHNSON,  LEGISLA- 
TIVE  ASSISTANT 

Mr.  Watkins.  Thank  you,  Mr.  Chairman. 

I  will  enter  my  prepared  testimony  as  part  of  the  record,  and 
speak  from  the  heart,  if  that  is  all  right. 

Chairman  GtOnzalez.  Without  objection,  so  ordered. 

Mr.  Watkins.  Thank  you.  First,  I  would  like  to  introduce  to  the 
committee,  on  my  right,  the  Director  of  the  Congressional  Rural 
Caucus,  Frank  Tsutras,  and  on  my  left  is  Jim  Johnson,  who  has 
been  working  with  me,  with  the  Rural  Caucus,  and  also  with  tibe 
rural  enterprise  zone  legislation  that  we  hope  will  receive  some  atr 
tention  along  with  the  urban  problems  in  this  country. 
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Mr.  Chairman,  I  come  before  you  to  support  H.R.  5731,  the  Hous- 
ing and  Community  Development  Amendments  of  1982,  as  it  rec- 
ommends rural  housing  and  community  development  program 
levels  established  as  part  of  the  Budget  Reconciliation  Act  of  last 
year. 

Mr.  Chairman,  I  want  to  express  to  you  and  others — as  I  think  I 
have  done  probably  informally  and  in  private  discussions — the  fact 
that  over  one-third  of  the  counties  in  rural  America  do  not  have 
private  lending  agencies  to  meet  the  needs  of  housing  for  our 
people.  Over  one-third  of  the  counties  in  the  United  States  do  not 
have  a  single  savings  and  loan.  Needless  to  say  to  you  and  other 
members  of  this  committee,  as  bad  a  shape  as  the  savings  and 
loans  in  this  country  are  in,  they  are  not  looking  forward  to  going 
100  miles  or  so  into  rural  areas  to  try  to  make  loans.  Most  of  them 
are  trying  to  survive.  The  savings  and  loans  are  tr3dng  to  make 
what  applications  they  can  close  to  their  local  offices. 

Mr.  Chairman,  I  am  here  mainly  to  support  the  fact  that  in  rural 
America,  where  we  have  nearly  one-third  of  the  people,  we  have 
over  40  percent  of  the  dilapidated  housing.  There  are  over  a  mil- 
lion homes  in  rural  America  that  do  not  have  running  water  today. 
Many  of  these  do  not  have  adequate  heating  or  adequate  insulation 
and  we  find  that  due  to  the  inadequacies  of  housing,  it  becomes  im- 
possible for  many  of  our  citizens  to  live  and  work  and  raise  their 
families  in  rural  areas. 

I  think  that  with  the  problems  facing  us  in  unemplo3anent,  if  you 
will  look  at  the  rural  areas,  where  agriculture  today  is  facing  the 
worst  disaster  economically  since  the  Great  Depression,  you  will 
find  that  unemplojmient  is  higher  by  twofold  in  rural  America 
than  what  it  is  in  the  United  States  as  a  whole.  We  find  that  8  mil- 
lion rural  houses,  as  I  mentioned,  do  not  have  access  to  safe  drink- 
ing water,  something  we  take  for  granted,  and  do  not  have  sanitary 
waste  disposal  services. 

Mr.  Chairman,  a  number  of  years  ago  my  family  moved  to  Oak- 
land, Calif.,  one  of  four  trips  during  the  Okie-Arkie  movement  a 
number  of  years  ago.  We  thought  we  were  moving  into  an  up- 
graded situation,  because  we  had  running  water.  We  did  not  realize 
that  we  were  moving  into  the  ghetto  of  Oakland,  Calif.,  because  we 
had  running  water.  We  had  had  to  carry  the  water  from  springs 
and  all  that,  and  we  still  have  a  lot  of  housing  with  that  same 
problem  in  rural  America  today. 

Mr.  Chairman,  I  think  the  best  summary  is  a  couple  of  charts  I 
have  provided  in  the  back  of  my  testimony.  Basically,  as  we  look  at 
rural  housing  from  fiscal  year  1982  to  1983,  we  see  that  section  502, 
the  low-income  loans,  is  being  reduced  60.9  percent. 

Mr.  Chairman,  I  speak  to  you  today  primarily  because  of  a  con- 
cern, a  deep  commitment,  and  also  from  experience  of  being  a 
homebuilder,  formerly  building  homes  in  rural  America.  That  is 
the  particular  program  that  I  utilized.  I  sold  my  homebuilding  op- 
eration, thank  goodness,  when  I  came  to  Congress,  but  that  was  a 
program  that  we  utilized  to  provide  what  small  housing  we  could 
for  the  people  in  rural  America. 

I  had  a  friend  call  me  the  other  day  and  say,  basically,  that  in 
the  housing  program  in  the  budget,  there  are  probably  less  than 
four  houses  per  county  throughout  the  United  States  provided 
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under  this  program.  Four  houses.  Now,  we  have  a  dilemma  facing 
us.  You  will  see  under  section  502,  moderate  housing  in  fiscal  year 
1983  has  been  decreased  by  100  percent. 

Mr.  Chairman,  we  do  not  ask  for  too  much  down  home  in  rural 
America,  but  you  will  see  also  the  section  515  subsidy  program— 
the  one  little  program  with  which  we  can  get  a  few  apartments- 
has  been  decreased  by  78.7  percent.  The  remodeling  program  is  to 
try,  Mr.  Mitchell,  to  provide  some  upgrading  for  the  real  low- 
income  people  in  some  kind  of  sheltered  frame  situation — which 
many  of  our  lowest  of  income  people  live  in.  The  504  remodeling 
program  has  been  decreased  by  over  25  percent  this  coming  year. 

Now,  in  the  rural  sites,  many  communities  have  not  had  any 
tjrpe  of  rural  sites  available.  We  are  just  trying  to  move  forward 
and  trjdng  to  provide  adequate  building  sites.  We  see  that  de- 
creased over  60  percent. 

Program  after  program  that  we  looked  at  in  rural  America — we 
have  highlighted  with  the  yellow  hi-liter — all  those  programs, 
every  last  one  of  them  has  been  significantly  decreased.  You  can 
see  there  is  hardly  a  white  spot  left,  because  most  of  them  have 
been  sharply  curtailed. 

Mr.  Chairman,  the  only  thing  I  would  like  to  say  in  summariz- 
ing — and  I  do  not  want  to  belabor  the  point,  because  I  think  I  have 
expressed  it  before  this  committee  for  a  long  time — is  we  are  start- 
ing from  behind  the  eight  ball.  We  are  starting  from  the  lowest  of 
points,  and  for  us  to  receive  such  a  tremendous  cut  at  that  level — if 
we  had  just  had  adequate  housing  in  the  past — but  we  have  not 
had  adequate  housing  in  the  past.  As  a  result,  we  find  ourselves 
with  a  scarcity  of  funds  that  will  eliminate  housing — ^basically 
eliminate  it — in  rural  America. 

That  is  something  that  I  as  an  individual,  in  order  to  serve  the 
people  in  rural  America,  feel  that  I  must  sound  off  and  voice  a 
great  concern  and  ask  you,  Mr.  Chairman  and  members  of  this 
committee,  to  try  to  restore  rural  housing  to  at  least  the  level  at 
which  we  were  this  year. 

Mr.  Chairman,  members  of  the  committee,  I  appreciate  this  op- 
portunity to  come  and  express  my  feeling  and  my  concern.  I  would 
be  happy  to  entertain  any  questions.  Let  me  say,  Mr.  Chairman.  I 
do  not  know  if  I  upgraded  myself  by  going  to  the  Appropriations 
Committee.  [Laughter.] 

I  have  to  admit,  I  got  there  just  as  we  ran  out  of  money.  I  do  not 
like,  doing  all  this  cutting.  It  is  kind  of  tough  to  be  on  an  Appropri- 
ations Committee  and  just  be  cutting  all  the  time.  So,  I  do  not 
know  if  I  upgraded  myself  or  did  myself  any  good  or  not^  but  I  am 
glad  to  be  back  and  see  some  familiar  faces  on  this  committee. 

[The  prepared  statement  of  Mr.  Watkins  follows:] 
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STATEMENT  OF  THE  HONORABLE  WES  WATKINS  (D-OK),  CHAIRMAN  OF  THE 
CONGRESSIONAL  RURAL  CAUCUS.  BEFORE  THE  SUBCOMMIHEE  ON  HOUSING 
AND  COMMUNITY  DEVELOPMENT,  HOUSE  COMMIHEE  ON  BANKING,  FINANCE, 
AND  URBAN  AFFAIRS,  CHAIRED  BY  THE  HONORABLE  HENRY  B.  GONZALEZ 
(D-TX),  MARCH  25,  1982,  WASHINGTON,  D.C. 

Mr.  Chairman,  I  commend  you  and  the  members  of  your  subcomnlttee  for  these 
hearings  to  discuss  credit  problems  and  proposed  legislation  to  set  authorized 
funding  levels  for  housing  and  community  development  programs. 

I  am  pleased  to  express  my  personal  support  for  HR  5731,  HOUSING  AND 
COMMUNITY  DEVELOPMENT  AMENDMENTS  OF  1982,  which  recommends  rural  housing  and 
community  development  programs  at  levels  established  as  part  of  last  year's 
Budget  Reconciliation  Act. 

Mr.  Chairman,  I  also  congratulate  you  for  your  outstanding  presentation 
before  the  Housing  Assistance  Council's  National  Housing  Conference  at  Trinity 
College  In  which  you,  as  a  recognized  leader  In  housing  and  community  develop- 
ment activities, let  It  be  known  that  you  would  continue  to  provide  strong 
direction  and  leadership  within  the  Congress  for  the  preservation  of  programs 
to  assure  adequate  and  affordable  housing  for  rural  America. 

The  Administration's  recent  arbitrary  determination  that  "there  Is  no 
shortage  of  mortgage  credit  In  cities  between  ten  and  twenty  thousand  population" 
was  rescinded,  providing  eligibility  for  approximately  426  small  cities.  In 
addition  to  Durant  and  McAl ester  from  my  District,  my  hometown  of  Ada  was 

Included. 
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On  March  2»  1982,  I  reported  to  Chairman  Fernand  J.  St.  Germain  and  to  you 
the  sentiments  of  several  members  of  the  CRC  Advisory  Team,  CRC,  and  other  fam 
and  rural  development  advocates  that  the  Administration's  proposals  for  housing 
and  coninunlty  development  credit  programs  will  further  aggravate  the  situation 
In  rural  America.  It  was  recomnended  that  the  FY83  funding  for  rural  housing 
credit  programs  be  set  at  the  actual  FY81  level  or,  at  the  absolute  mlnlmun,  the 
estimated  FY82  level.  HR  5731  provides  such  alternatives  for  rural  housing  and 
community  development. 

Based  on  need  and  compassion,  there  are  many  reasons  to  warrant  and  fully 
Justify  the  levels  for  the  rural  housing  provisions  In  HR  5731.  The  seriousness 
of  the  Administration  proposals  and  the  Impact  on  the  residents  of  small  cities 
and  rural  areas  Is  most  vividly  reflected  In  the  Farmers  Home  Administration 
budget.  This  Is  brought  Into  perspective  by  the  sunwary  reports  of  FmHA  loan  and 
grant  programs.  Included  herein  as  ATTACHMENTS  II  and  12. 

The  home  construction  Industry  Is  dominated  by  small  builders.  Thousands  of 
these  home  builders  have  closed  down  In  the  longest  housing  slump  since  the  Great 

Depression.  For  example,  private  housing  starts  totalled  2  million  In  1978 

1.72  minion  In  1979 1.3  million  In  1980 1.11  million  In  1981 and  an 

estimated  1.17  million  In  1982 1981  was  the  worst  year  for  the  housing  Industry 

since  1946  ! 

The  National  Rural  Housing  Coalition  notes  that  over  40X,  or  1.9  all lion  units, 

of  bad  housing  Is  located  In  rural  America rural  areas  have  a  severe  lack  of 

affordable  credit 800  of  the  nation's  rural  areas  do  not  have  a  savings  and 

loan  association unemployment  In  rural  areas  Is  20X  higher  than  in  urban  areas 

unemployment  In  the  construction  Industry  Is  at  a  15  year  high over  8 

million  rural  houses  do  not  have,  and/or  cannot  afford,  safe  drinking  water  and 
sanitary  waste  disposal  services;.... and  migrant  and  farm  workers  need  over  1.1 
million  housing  units. 
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The  Administration  has  practically  brought  about  the  demise  of  traditional 
Federal  rural  development  programs,  leaving  solutions  to  Office  of  Management  and 
Budget  "alternatives"  of  "other  programs  of  assistance".  Many  of  the  Administration's 
proposals  to  do  away  with  rural  housing  and  rural  community  development  programs  are 
Intolerable.  HR  5731  can  help  offset  such  adverse  Impact. 

WASHINGTON  POST  staff  writer  Sandra  Evans  Teeley  reported  on  the  Administration's 
plans  to  terminate  government-assisted  rental  housing  construction  and  make  the  poor 
pay  more  of  their  own  housing  costs.  Substantial  cuts  In  credit  programs  will  Impact 
on  the  Government  National  Mortgage  Association  which  has  helped  middle  Income 
families  buy  their  homes  for  decades  through  the  Federal  Housing  Administratlon- 
and  Veterans  Administration-insured  mortgages. 

National  Association  of  Home  Builders  Rural  Housing  Committee  Chairman  Bob 
Rogers  stated  that  FmHA  programs  have  helped  over  1.5  million  low  and  moderate 
Income  rural  families  with  $25  billion  in  loans  over  the  past  30  years  with  a 
cumulative  loss  of  a  miniscule  0.14  percent. 

Rogers  also  noted  that  private  financing  will  not,  as  the  Administration 
contends,  pick  up  the  slack,  because  fewer  than  one-half  of  the  nation's  counties 

contain  thrift  institutions and  because  there  are  few  Incentives  for  private 

Industry  to  serve  rural  areas  where  the  volume  of  mortgage  lending  is  low  and  the 
servicing  costs  are  necessarily  high. 

It  appears  as  if  the  housing  Industry  Is  actually  challenging If  not 

refuting the  credibility  of  the  Administration's  economic  recovery  program. 

In  fact,  there  is  concern  that  the  Department  of  Agriculture  and  Farmers  Home 
Administration  may  have  "rolled  over  and  played  dead"  rather  than  do  battle  with 
the  Office  of  Management  and  Budget  recommendations  to  speed  up  the  demise  of 
FmHA  rural  development  programs. 
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The  Administration  has  announced  its  urban  enterprise  zone  proposals,  hOMever, 
it  opposes  the  rural  enterprise  zone  program  proposed  in  HR  4576,  RURAL  ENTERPRISE 
ZONE  AND  DEVELOPMENT  ACT  OF  1982,  which  has  65  bipartisan  cosponsors. 

As  in  the  proposed  higher  authorized  funding  levels  for  FmHA  fanp,  coMunlty, 

and  business  and  Industry  programs  In  the  Agriculture  Connlttee it  Is  Imperative 

that  the  Banking,  Finance,  and  Urban  Affairs  Comnlttee  report  authorized  funding 
levels  for  rural  housing  and  coimiunlty  development  programs  at  least  and  not  less 
than  the  FY82  levels  proposed  in  HR  5731. 

Thank  you. 
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INCLUDES    DECREASED    ITEMS   ONLY 


(ATTACHHPfT  1  -    A) 


SUMMARY  OF  FA 


]1^ 

i:Rin.^:T:w*aTi:[r 


HOME  ADMINISTRATION 


RURAL  HOUSING  INSURANCE  FUND  (RHIF) 

FROM  FY81  to  82.  the  Sec  502  low  Income  loans 

Sec  502  guaranteed  above  moderate  Inc  loans 

Sec  515  rental  (sub)  loans 
HOUSING  SUPPORT  PROGRAMS  (HSP) 
FROM  FY81  to  82.  the  Very  low  income  housing  repair  grants 

Rural  housing  supervisory  assistance  grants 

Mutual  and  self-help  housing  grants 

Rental  assistance  programs 

TOTAL  MOUSING  SLrPPOI?T  PROJIWMS 


decreased  by  i.9( 

decreased  by  lOOt 

decreased  by  100X 

decreased  1^  34. IS 

decreased  1^  100X 

decreased  by  60. 3X 

decreased  by  1.2X 

decreased  tify  1  t(tt 


RUflAl  HOUSIHG  IHSURAWCE  FUMD  (RHIF} 
FROM  rvaz  to  83.  the  Sec  502  low  income  loans 

Sec  502  moderate  Income  loans 
Sec  515  rental  (sub)  loans 
Sec  504  farm  labor  loans* 
Sec  524  rural  site  loans 


decreased  by  60.SI( 
decreased  by  100X 
decreased  by  78.71 
decreased  by  2S.8S 
decreased  by  601 


TOTAL  RURAL  HOUSING  INSURANCE  FUND  LOAMS  DECREASED  BY  69.» 


HOUSING  SUPPORT  PROGRAMS  (HSP) 

FROM  FY82  to  83.  the  Very  low  income  housing  repair  grants 
Mutual  and  self-help  housing  grants 
Rental  assistance  program 
Self-help  housing  site  loans 


decreased  by  16.71 
decreased  by  1  COX 
decreased  by  53.SS 
decreased  by  Igtt 


TOTAL  HOUSING  SUPPORT  PROGRAMS 


DECREA^  ffY  4j.yX 
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INCLUDES  DECREASED  TTFM<;  OMt  v     (AnACHMEWT  #2  -  A) 
SUMMARY  OF  FARMERS  HOME  ADMIWISTRATION 
HOUSING  CREDIT  PROGRAMS  (SSS  ■  MILLIONS) 


SUMMARY  OF  FmHA  FARM.  RURAL  DEVELOPMENT.  AND  RURAL  HOUSING  CREDIT  PROGRAMS 

AMQOrff  6P  LOANS  AND  JfeANTS  (i«  ■  MlLLliNM 

FROM  FY  81  to  82.  the  Agricultural  Credit  Insurance  Fund  (ACIF)  decreased  by  51. 7X 

Housing  Support  Programs  (HSP)  decreased  by  1.6X 

Rural  Development  Insurance  Fund  (RDIF)  decreased  by  36. 5S 

Rural  Development  Grant  Programs  (RDGP)  decreased  by  40.9X 

TOTAL  FmHA  Appropriated  Programs 

(TFmHA  AP)  di!cr«nH  by  33.5% 

Rural  Community  Fire  Protection  Grants 

(RCFPG) (Transferred  to  Forest  Service)  decre^ed  by    6M 

Sec  111  Rural  Development  Planning  Grants 

(RDPG) (Transferred  to  Office  of  Rural 

Development  Policy)  decreased  by  100X 


FROM  FY82  to  83.  the    ACIF  decreased  by  1.1% 

RHIF  decreased  by  69.3% 

HSP  decreased  by  49.9% 

RDIF  decreased  by  59.2% 

RDGP  decreased  by  5.6% 

TOTAL  FmHA  AP  decreased  by  37.5% 

RCFPG  decreased  by  100% 

NOTE:  Agricultural  Credit  Insurance  Fund  Includes  DISASTER  ASSISTANCE  PROGRAM 
funding  which  Is  actually  available  In  "such  sums  as  necessary".  (House 
Committee  on  Agriculture) 
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Chairman  Gonzalez.  Let  me  thank  you  once  again,  Congress- 
man. I  personally  want  to  thank  you  for  your  support  of  H.R.  5731. 
It  is  the  onlv  thing  that  we  have  that  we  could  put  together  with  a 
consensus.  As  you  know,  that  is  little  enough,  but  nevertheless,  at 
least  it  means  survival  in  the  areas  of  the  budget  presented  by  the 
President. 

Let  the  record  show  that  the  gentleman  from  Oklahoma,  when 
he  was  a  member  of  this  committee,  that  he  was  a  strong  supporter 
of  some  of  the  basic  substantive  legislation,  and  as  a  member  on 
the  Appropriations  Committee,  and  with  the  dilemma  that  he  has 
very  well  described,  nevertheless  he  has  been  instrumental  in  keep- 
ing our  rural  housing  programs  alive. 

Mr.  Watkins.  I  have  said  in  this  committee  here,  and  I  think  my 
friend,  Mr.  Mitchell,  from  Baltimore,  certainly  has  said  it,  that  if 
we  think  the  minorities  have  an  economic  problem  in  our  cities, 
people  need  to  look  at  rural  America,  the  economic  plight  of  the 
minority,  Indian,  black,  Mexican  American,  everybody.  The  eco- 
nomic plight  of  the  rural  minority  is  worse  than  even  the  condi- 
tions in  the  inner  cities. 

Chairman  Gonzalez.  As  you  know,  last  year  this  subcommittee 
for  the  first  time  went  into  the  very  specific  rural  areas;  farm 
labor,  migrant  labor,  from  the  Eastern  Shore,  Delaware,  Maryland, 
Virginia,  all  the  way  over  to  California,  and  so  you  are  certainly 
speaking  the  truth.  Housing  conditions  were  unbelievable,  in  1981, 
in  the  United  States. 

But  I  think  the  record  should  also  show  that  maybe  the  gentle- 
man wishes  to  correct  that,  and  I  am  considering  him  a  lot  younger 
than  that,  that  you  are  from  the  postdustbowl  era.  You  went  to 
California.  I  did  not  think  you  were  bom  that  long  ago. 

Mr.  Watkins.  Mr.  Chairman,  where  I  was  bom  was  the  problem. 
[Laughter.] 

Chairman  Gonzalez.  I  would  not  request  your  age,  but 

Mr.  Watkins.  Mr.  Chairman,  I  was  bom  in  1938.  Prior  to  my 
reaching  my  eighth  birthday,  we  had  left  the  rural  depressed  pov- 
erty area  of  Arkansas-Oklahoma  four  times  in  the  search  for  a  job 
for  survival.  My  mother  worked  as  a  welder  in  the  shipyards 
during  the  war  in  Oakland,  Calif.  Like  I  said,  we  did  not  realize  we 
were  moving  to  a  ghetto,  because  we  did  not  have  running  water 
where  we  came  from,  and  we  did  not  have  housing  that  had  any 
type  of  window  structures  or  basically  anything  else. 

So,  Mr.  Chairman,  I  take  pride  in  where  my  roots  are,  but  I 
would  like  to  build  a  better  condition  for  a  lot  of  the  people  in  that 
area.  Probably  I  would  not  have  been  able  to  relate  this  experience 
other  than  the  fact  of  where  I  was  born  and  where  I  grew  up,  be- 
cause when  I  left  to  go  off  to  college  was  the  first  time  I  had  ever 
seen  a  combine.  We  had  not  seen  that  in  the  hill  coimtry,  the  rural 
area,  the  depressed  area  in  southeastern  Oklahoma.  I  am  glad  you 
feel  I  have  not  lived  that  long,  but  there  are  some  miles  along  the 
way. 

Mr.  Chairman,  I  plead  with  this  committee  to  take  time  to  ad- 
dress rural  America's  problem-housing.  I  have  got  to  ask  and 
depend  on  you  all  to  take  the  time  to  look  at  it,  because  basically, 
over  a  long  period  of  time,  our  committee  has  not  been  made  up  of 
people  from  rural  backgrounds.  There  are  many  from  the  larger 
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cities,  and  we  need  and  ask  for  some  time  for  these  to  be  looked  at. 
For  instance,  we  cannot  build  speculative  housing  in  rural  Amer- 
ica. Finally,  a  few  years  ago,  we  got  a  conditional  commitment,  but 
that  was  not  a  commitment  to  build  a  speculative  house.  I  think 
the  Farmers  Home  Administration  should  be  directed  to  come  up 
with  ways  for  a  builder  to  have  a  commitment  to  build  a  house  so 
he  can  then  go  out  and  finance  the  construction  on  that  commit- 
ment. 

The  program  we  initiated,  I  might  say,  Mr.  Chairman,  I  wrote 
before  I  came  to  Congress  in  order  to  provide  packaging  so  the 
builder  would  take  a  package  into  the  Farm  Home  office.  We  have 
to  upgrade  the  means  of  providing  housing  in  rural  America.  We 
do  not  have  that  delivery  system  that  I  have  mentioned  so  many 
times  to  this  committee. 

I  would  be  happy  to  work  with  any  of  the  subcommittee  mem- 
bers at  any  time  on  this. 

Chairman  Gonzalez.  In  view  of  the  fact  that  recently  the  admin- 
istration had  intended  to  cut  off  aid  to  Ada,  Okla.,  and  some  other 
communities  between  10,000  and  20,000  from  the  eligibility  from 
FHA,  do  you  think  we  ought  to  have  some  statutory  language  to 
insure  that  they  will  not? 

Mr.  Watkins.  I  would  support  such  statutory  language.  I  might 
say  that  last  week  before  the  Agriculture  Subcommittee  on  Appro- 
priations on  which  I  serve,  when  Mr.  Shuman  and  Frank  Naylor 
came,  I  posed  the  question.  I  was  very  thankful  to  see  that  they 
have  responded  to  your  committee  or  our  committee,  or  a  combina- 
tion of  both,  in  allowing  communities  of  20,000  and  below  to  be 
serviced  by  the  Farmers  Home  Administration  again,  because  as  I 
mentioned,  Mr.  Chairman,  there  is  no  financing.  I  am  not  talking 
about  an  intrusion  of  the  Federal  Government.  There  is  no  intru- 
sion if  there  is  not  any  money  there. 

Chairman  Gonzalez.  That  is  right. 

Mr.  Watkins.  We  need  to  invest  capital  in  basic  things  like 
homes. 

Chairman  Gonzalez.  I  am  glad  to  hear  that.  We  probably  will  be 
calling  on  vou. 

So,  thank  vou  very  much.  We  will  be  working  with  you. 

Mr.  Wylie?  We  will  all  have  to  wait  until  the  next  time. 

Mr.  Wyue.  Thank  vou,  Mr.  Chairman. 

I  want  to  congratulate  you,  Wes,  on  your  interest  in  this  subject 
I  want  to  acknowledge  your  persistence  and  your  commitment  to 
the  problem,  and  say  to  you  that  we  really  do  miss  your  sofb-sell 
approach  on  the  Banking  Committee.  [Laughter.] 

We  were  privileged  to  have  you  on  the  committee  for,  how  long, 
three  terms? 

Mr.  Watkins.  Two  terms,  4  years. 

Mr.  Wyue.  We  are  glad  to  see  you  back  here  today,  and  we  will 
certainly  take  your  suggestions  under  advisement.  Thank  you  very 
much  for  your  testimony. 

Chairman  Gonzalez.  Thank  you  very  much,  Mr.  Wylie. 

Mr.  Mitchell? 

Well,  Mr.  Lundine  was  here  first. 

Mr.  Lundine.  Mr.  Watkins,  I  am  very  fascinated  by  your  past 
and  your  background.  1  am  really  more  interested  in  the  position 


Digitized  by 


Google 


1945 


that  you  sit  in  today  as  a  member  of  that  Appropriations  Commit- 
tee that  has  a  reputation  of  being  cost  conscious,  "meaner  than  a 
bunch  of  junkyard  dogs/' 

I  gather  from  your  testimony  that  you  do  not  agree  with  the  ad- 
ministration's proposal  to  cut  section  502  by  60  percent  next  year. 

Mr.  Watkins.  How  did  you  guess?  [Laughter.] 

You  are  right,  Mr.  Lundine. 

Mr.  Lundine.  You  do  not  agree  with  the  idea  of  cutting  the  sec- 
tion 515  program  by  79  percent  next  year? 

Mr.  Watkins.  That  is  correct. 

Mr.  Lundine.  Even  though  you  are  a  member  of  the  Appropri- 
ations Committee,  you  trut&uUy  believe  that  we  should  fund  these 
programs  on  some  kind  of  a  basis  similar  to  what  we  did  in  the  last 
fiscal  year? 

Mr.  Watkins.  Mr.  Lundine,  if  we  do  not  receive  even  this  inad- 
equate amount,  we  will  have  no  housing  in  rural  America.  There  is 
just  no  housing. 

Mr.  Lundine.  Well,  that  is  very  interesting.  Now,  I  want  to  know 
what  your  experience  is,  whether  it  is  the  same  out  there  in  the 
Southwest  that  we  are  experiencing  in  the  Northeast  rural  areas 
with  respect  to  this  year's  funds.  We  have  noted  that  the  Farmers 
Home  is  not  spending  very  much  this  year.  They  are  being  very 
prudent  about  their  money  to  the  extent  that  almost  none  of  those 
commitments  that  you  talk  about  that  are  being  made.  I  was  won- 
dering if  you  are  experiencing  the  same  degree  of  cost  conscious- 
ness out  there  in  the  Southwest  rural  areas  as  we  are  in  the  East. 

Mr.  Watkins.  I  think  I  have  detected  a  change  in  some  priorities 
by  directive  or  otherwise,  where  the  collections  are  important,  but 
they  become  more  stringent  in  making  loans,  and  doing  other  serv- 
ices. This  becomes  a  problem  when  it  is  the  only  loan  ofRce  in  the 
county.  If  you  had  four  or  five  loan  offices  in  the  county,  it  would 
be  different,  but  that  is  the  only  loan  window  for  housing  in  rural 
America,  and  as  I  said,  that  is  the  case  in  nearly  half  the  counties 
in  the  United  States.  You  find  that  we  are  not  receiving  adequate 
financing  for  necessary  housing. 

Mr.  Lundine.  So  you  are  noticing  that  the  obligations  under  the 
Farmers  Home  programs  are  a  little  slow  this  year? 

Mr.  Watkins.  Definitely. 

Mr.  Lundine.  Wes,  in  all  seriousness,  I  would  like  to  just  say 
that  you  really  have  been  a  leader  on  this  committee  in  your  ca- 
pacity as  chairman  of  the  Rural  Caucus.  It  took  me  a  couple  of 
years  to  convince  the  Rural  Caucus  that  there  were  actually  rural 
areas  in  New  York  State,  but  I  am  pleased  to  work  with  you  in 
both  of  those  capacities.  I  really  appreciate  your  taking  the  time  to 
come  here  today,  not  just  because  we  are  both  advocates,  or  try  to 
be  advocates  for  rural  housing  and  the  need  for  rural  American 
issues  generally,  but  because  you  have  such  a  great  way  of  putting 
them  over.  We  really  appreciate  your  being  here  today. 

I  think  these  are  important  issues.  You  bring  up  a  lot  of  practi- 
cal facts  and  circumstances,  such  as  the  lack  of  credit  available 
from  elsewhere  in  rural  areas,  and  I  really  appreciate  your  coming. 

Mr.  Watkins.  Mr.  Lundine,  I  built  houses  in  rural  America  and  I 
had  to  build  them  in  a  five-county  area  in  order  to  have  permanent 
contractors  and  subcontractors,   so  I  could   keep  them  busy.   I 
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couldn't  build  them  in  one  community,  because  one  little  rural 
community  cannot  absorb  that  many  houses  at  one  time,  so  I  built 
in  about  a  five-  or  six-county  area.  When  I  see  that  there  is  no 
other  financing  available,  then  the  502  interest  credit — and  let  me 
say,  I  would  highly  recommend,  Mr.  Chairman,  that  we  reinstitute 
the  guaranteed  loan  program  and  try  to  get  that  program  going. 
Only  in  Oklahoma  did  this  program  start  working  within  1  year.  It 
takes  time  to  get  the  Farm  Home  supervisor  to  acknowledge  work- 
ing with  a  banker  on  guaranteed  loans. 

Many  times  we  shove  the  unknown  aside.  That  is  what  many 
States  did,  and  that  is  what  many  of  the  county  supervisors  in 
Oklahoma  even  did,  but  I  think  we  need  to  reinstitute  this  guaran- 
teed loan  program,  but  it  has  been  wiped  out  100  percent. 

I  would  even  say,  Mr.  Lundine — I  know  you  and  Mr.  Hubbard 
are  both  members  of  the  Rural  Caucus — I  think,  that  if  we  do  not 
find  some  kind  of  changes,  we  need  to  have  an  ad  hoc  task  force  set 
up  to  see  about  completely  changing  the  delivery  of  housing  in 
rural  America.  We  need  to  set  up  a  system  that  will  allow  us  to 
enter  the  insured  mortgage,  like  the  FHA  and  HUD,  in  providing  a 
system  of  delivery  some  way  in  rural  America.  We  cannot  continue 
without  it. 

Mr.  Lundine.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you. 

Mr.  Mitchell. 

Mr.  Mitchell.  Thank  you,  Mr.  Chairman. 

Congressman  Watkins,  let  me  just  say  that  I  have  been  around  a 
little  longer  than  you  have — not  as  long  as  the  chairman — but  I  do 
not  know  of  any  person  in  this  Congress  who  has  been  a  more 
forceful  and  articulate  spokesman  for  rural  America  as  you,  not 
only  on  this  committee.  I  remember  a  speech  you  made  on  the  floor 
of  the  House  that  was  an  impassioned  speech  for  rural  America*  I 
think  it  would  be  derelict  to  mv  own  sense  of  responsibility  if  I  did 
not  take  this  occasion  to  thank  you  for  being  the  forceful,  articu- 
late spokesman  for  rural  America  that  you  have  been. 

I  come  from  an  urban  area,  highly  urban,  yet  I  do  not  think  that 
I  can  take  the  parochial  point  of  view  on  any  of  these  issues.  This 
is  one  Nation.  I  have  gotten  some  flak  in  my  district  about  why  I 
voted  for  some  farm  bills,  but  I  take  the  position  that  we  cannot  be 
isolated.  We  are  components  that  enjoy  some  advantage  within  one 
system,  and  now  we  are  suffering  under  this  dreadful  pain  known 
as  Reaganomics.  So,  I  am  glad  that  you  are  supportive  now»  as  you 
have  been  in  the  past,  of  rural  America. 

This  administration  has  a  theory  that  if  indeed  we  do  certain 
things  to  enhance  the  private  sector,  then  ultimately  the  private 
sector  can  take  on  the  responsibility  for  all  the  programs  that  have 
been  cut.  I  must  confess  to  ignorance  about  the  private  sector  on 
home  construction  in  rural  America.  Could  you  enlighten  me  on 
that? 

Mr.  Watkins.  Mr.  Mitchell,  I  appreciate  you  serving  up  that 
home  run  for  me.  Stop  and  think  with  me,  you  and  members  of  the 
committee — and  I  said  this  to  the  President  in  the  Cabinet  room. 
There  is  no  Fortune  500  in  depressed  rural  America.  As  I  said  to 
the  President,  "what  private  sector,  Mr.  President?"  We  do  not 
have  an  intrusion  in  financing  down  there.  We  do  not  have  branch 
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companies  there  of  the  Fortune  500.  Basically,  we  have  some  small 
rurcd  businesses,  retail  businesses,  maybe  some  lumber  businesses, 
some  cattle  and  farming  people,  who  are  barely  surviving.  They  are 
on  the  brink  of  b€m£nipt^.  We  are  going  to  see  the  largest 
number  of  bankruptcies  in  my  lifetime  among  many  of  those 
people  this  year. 

As  I  said  to  the  President,  ''Mr.  President,  we  do  not  have  the 
private  sector  to  take  care  of  what  you  are  saying  in  rural  Amer- 
ica.'' If  you  will  stop  and  think  about  it  with  me,  that  is  exactly  the 
truth. 

Mr.  MrrcHELL.  Thank  you. 

This  administration  seems  to  be  capable  of  performing  miracles. 
Maybe  they  will  create  some  private  sector  down  there  in  rural 
America.  I  will  not  belabor  the  point.  Thank  you  for  being  here, 
and  thank  you  for  sharing  vour  thoughts  with  us. 

Mr.  Watkins.  I  would  share  this  with  you.  I  am  going  back  to 
the  basics  and  putting  together  an  industrial  innovation  center  in 
that  depressed  rural  area.  I  am  building  industrial  incubators.  We 
are  trying  to  help  ourselves  as  much  as  we  possibly  can  to  build 
private  sector  jobs.  I  have  gone  out  and  raised  nearly  $300,000  from 
foundations,  trying  to  hold  onto  a  prc^am  that  I  am  trying  to  uti- 
lize in  order  to  just  build  some  jobs  in  chronic  imemploy^  areas, 
areas  that  have  had  15  and  20  percent  imemployed  since  the  Great 
Depression.  You  know,  the  Depression  was  over,  but  we  never  got 
out  of  the  recession  in  many  of  my  areas. 

Mr.  MrrcHELL.  Excuse  me  just  a  minute.  You  soimd  like  a  broth- 
er now.  You  sound  like  you  are  speaking  for  the  black  experience. 
[Laughter.] 

Mr.  Watkins.  Like  I  have  always  told  vou,  let  me  say  this.  I 
know  Mr.  Mitchell's  time  has  elapsed.  I  nave  quoted  you  many 
times  about  one  of  the  dissertations  when  you  were  really  preach- 
ing the  Gospel  up  there  to  me.  I  was  sitting  down  on  a  lower  level. 
I  remember  you  were  really  preaching  the  Gospel,  and  giving  a  dis- 
sertation about  something,  and  you  paused,  and  you  said,  "and  this 
would  be  good  for  Wes's  people,  too."  I  have  told  a  lot  of  people  I 
knew  that  you  had  a  conscience  and  you  were  working  in  the  right 
direction. 

Chairman  Gonzalez.  The  only  warning  I  have  is,  beware  of  Arab 
investors.  [Laughter.] 

Mr.  Watkins.  You  know,  that  is  true.  I  have  thought  about  that 
lots  of  times.  [Laughter.] 

If  somebody  had  come  to  me  and  said:  "Hey,  some  fellow  wants 
to  make  several  million  dollars  worth  of  investment  in  that  poverty 
area,  that  low  rural  depressed  area,"  you  know  I  may  have  gone 
down  there.  Now  I  think  I  would  probably  start  backing  up  pretty 
fast,  but  you  are  right  about  someone  putting  that  bait  in  front  of 
you. 

Chairman  Gonzalez.  Just  double  check  whether  he  is  a  genuine 
Arab.  [Laughter.] 

Mr.  Hubbard. 

Mr.  Hubbard.  No  questions. 

Chairman  Gonzalez.  Mr.  Vento. 

Mr.  Vento.  Mr.  Chairman,  it  is  a  real  pleasure  to  welcome  back 
Wes,  especially  when  he  is  bringing  the  message  that  he  is,  that  he 
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has  gone  out  there  and  united  a  group  on  a  bipartisan  basis  that  is 
going  to  support  housing.  I  hope  that  that  is  the  message  he  is  tell- 
ing us,  because  we  are  in  dire  need,  both  in  our  community  and  I 
guess  you  are  telling  us  in  yours.  We  appreciate  it. 

The  only  thing  that  is  strange  now  is  the  universe  of  people  who 
need  assisted  housing  has  expanded  in  light  of  the  economy.  I  guess 
that  has  happened  out  your  way,  too.  The  Farmers  Home  Adminis- 
tration gave  us  some  testimony.  I  was  looking  over  it.  Just  to  give 
you  a  little  preview  of  what  the  response  is  they  are  going  to  try  to 
continue  to  meet  the  needs  for  commitments  tnev  made,  but  there 
is  not  much  room  left  over  for  commitments.  That  does  not  bode 
very  well,  I  guess,  in  Oklahoma  or  in  other  parts  where  these  rural 
housing  programs  take  effect.  The  Indian  program  is  completely 
dessimated.  I  talked  to  the  officials  on  that.  You  might  be  interest- 
ed to  know,  because  I  know  you  have  a  keen  interest  in  that  as 
well,  they  are  going  to  study  it,  they  told  us.  They  know  a  hell  of  a 
lot  less  about  housing  than  you  and  I,  and  they  have  got  a  long 
way  to  go  before  they  come  up  with  any  type  of  program  to  address 
that  particular  need.  I  think  the  question  that  we  asked  is,  mean- 
while, what  the  hell  are  we  supposed  to  do? 

Mr.  Watkins.  Well,  I  do  not  know  what  the  answer  is.  We  have 
got  to  move  forward.  Let  me  say,  I  do  not  know  if  Mr.  Shiunan  or 
'Sox"  (Johnson)  have  taken  a  comprehensive  look  at  what  the 
backlog  of  housing  might  be  today  in  rural  America,  but  Mr.  Cav- 
anaugh,  who  is  the  predecessor  to  Mr.  Shuman,  said  from  this 
table  that  there  are  over  350,000  applications  backlogged  in  the 
Farm  Home  offices  across  the  United  States,  of  people  needing  and 
wanting  some  type  of  housing  in  rural  America.  I  can  only  imagine 
that  has  probably  grown  a  great  deal  more.  I  do  not  know  exactly 
what  that  figure  might  be  today,  but  you  see,  we  do  not  have  sav- 
ings and  loans.  We  do  not  have  mortgage  financing  bcmks  to  work 
with  insured  mortgages  like  FHA,  which  under  the  Federal  Hous- 
ing Administration,  you  have  to  have  a  banker  to  work  with  you. 
We  do  not  have  the  insured  mortgages  program,  Mr.  Vento,  in 
rural  America. 

So,  really,  again,  what  I  am  saying,  we  have  only  got  one 
window,  one  loan  window  for  housing  in  most  of  the  counties,  and» 
Mr.  Hubbard,  that  is  Farmers  Home  Administration. 

Mr.  Vento.  Well,  we  appreciate  your  testimony,  and  look  for- 
ward to  working  with  you  in  maintaining  these  commitments  to 
rural  and  urban  housing. 

Mr.  Watkins.  Thank  you  very  much. 

Chairman  Gonzalez.  Mr.  Hubbard? 

Mr.  Hubbard.  Mr.  Chairman,  even  though  I  did  not  have  any 
questions  for  my  friend  and  colleague,  I  would  like  to  thank  him 
for  coming  before  our  subcommittee,  and  also  congratulate  him  on 
his  excellent  work  for  rural  America.  He  and  I  nave  similar  dis- 
tricts. We  represent  the  thinking  of  rural  people  as  Members  of 
Congress.  I  congratulate  him  also  for  the  work  he  has  done  with 
the  Rural  Caucus,  having  succeeded  my  friend  and  late  colleague, 
Mr.  Breckenridge,  who  was  chairman  of  the  Rural  Caucus  group. 

Again,  Wes,  thank  you  for  your  appearance. 

Mr.  Watkins.  Thank  you,  Mr.  Hubbard.  I  was  in  your  district  re- 
cently. It  is  very  similar  to  mine.  I  was  speaking  to  a  group  called 
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Rural  Education  Specialists,  a  group  of  people  only  getting  about  5 
percent  of  the  special  education  money  for  rural  America.  That  is 
about  all  that  goes  in  there.  I  would  only  point  out  that  in  rural 
America  I  feel  like  I  am  fighting  for  the  underdog  of  the  under- 
dogs. I  think  they  are  forgotten  people.  They  are  people  left  behind. 
Survey  after  survey  shows  people  want  to  go  back  to  their  roots, 
where  they  grew  up,  and  live  there  and  raise  their  families  there, 
if  they  could  only  find  a  comfortable  job  within  commuting  dis- 
tance of  where  they  grew  up  as  a  boy  or  a  girl.  So,  hopefully,  you 
v^l  let  me  fight  for  this  underdog. 

Chairman  Gonzalez.  Thank  you  very  much,  Mr.  Congressman. 

There  is  one  more  thing.  We  need  your  help  very  desperately. 
This  bill  is  a  survival  bill  in  both  senses,  substantive  and  the  politi- 
cal sense.  I  notice  that  you  have  pledged  your  personal  support,  but 
you  have  a  formidable  organization.  That  Congressional  Rural 
Caucus  is  a  formidable  thing.  Do  you  feel  that  we  could  get  a  good 
formal  backing  of  the  Rural  Caucus? 

Mr.  Watkins.  I  think  we  can.  I  have  not  polled.  I  have  personal- 
ly talked  to  a  significant  number  of  the  approximately  150  mem- 
bers. I  think  we  could  probably  try  to  get  the  support  of  possibly  a 
majority  of  those  Rural  Caucus  members  with  inadequate  financ- 
ing in  rural  America. 

Chairman  Conzalez.  May  I  make  such  a  plea  to  you?  Because  I 
think  it  will  make  a  difference  between  our  own  political  survival 
of  this  bill  or  its  death. 

Mr.  Watkins.  You  have  my  pledge.  My  staff  and  I  will  pull  to- 
gether our  thoughts  and  report  on  the  rural  housing  provisions  in 
this  bill  and  ask  them  for  their  support. 

Chairman  Gonzalez.  Thank  you  for  your  support.  Thank  you  for 
your  time. 

Mr.  Watkins.  Thank  you. 

Chairman  Gonzalez.  We  are  next  privileged  to  have  the  Honor- 
able Charles  W.  Shuman,  who  is  the  Administrator  of  the  Farmers 
Home  Administration  of  the  U.S.  Department  of  Agriculture. 

STATEMENT  OF  HON.  CHARLES  W.  SHUMAN,  ADMINISTRATOR, 
FARMERS  HOME  ADMINISTRATION,  U.S.  DEPARTMENT  OF  AG- 
RICULTURE, ACCOMPANIED  BY  NEAL  "SOX"  JOHNSON,  DEPUTY 
ADMINISTRATOR  FOR  PROGRAM  OPERATIONS,  L.  D.  ELWELL, 
ASSISTANT  ADMINISTRATOR  FOR  HOUSING,  AND  JIM  ANDER- 
SON,  DIRECTOR  FOR  THE  BUDGET 

Mr.  Shuman.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  You  are  a  veteran,  Mr.  Shuman,  so  you 
know  that  if  you  wish,  you  can  enter  your  prepared  text.  We  want 
to  thank  you  for  having  given  us  an  opportunity  to  read  your  state- 
ment. You  may  do  that  for  the  record  at  this  point,  and  proceed  by 
summarizing.  Also,  for  the  record,  it  would  be  helpful  to  introduce 
the  members  of  your  staff  or  counsel  who  are  with  you  for  the 
record. 

Mr.  Shuman.  Thank  you  very  much,  Mr.  Chairman.  I  appreciate 
having  the  opportunity  to  visit  with  you  this  afternoon.  Before  I 
get  into  my  testimony,  I  would  like  to  introduce  the  people  that  are 
here  with  me  at  the  table.  First,  on  the  far  left  is  my  Deputy  Ad- 
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ministrator  for  Program  Operations,  :vir.  Neal  *'Sox''  Johnson,  who 
Congressman  Watkins  just  recently  referred  to  as  "Sox."  Then,  a 
face  I  am  sure  is  famihar  to  many  of  the  people  on  the  committee, 
Mr.  Chairman,  our  Assistant  Administrator  for  Housing,  Mr.  L.  D. 
Elwell,  who  is  on  my  immediate  left,  and  then,  to  my  right  is  my 
Director  for  the  Budget  at  Farmers  Home  Administration,  Mr.  Jim 
Anderson. 

Chairman  Gonzalez.  I  was  going  to  say  that  if  Mr.  Lundine  had 
been  from  the  border  area  down  in  Texas,  I  would  say  the  reason 
he  referred  to  Mr.  Sox  is  because  that  is  the  custom,  you  use  the 
middle  name.  That  is  really  the  last  name,  and  then  the  very  last 
name  is  usually  the  mother's  name,  and  that  is  not  the  record,  but 
knowing  that  Mr.  Lundine  is  from  New  York,  I  cannot  account  for 
it  that  way.  [Laughter.] 

Mr.  Shuman.  Mr.  Chairman,  members  of  the  committee,  I  am 
not  sure  how  we  can  account  for  Neal  "Sox"  Johnson,  either. 
[Laughter.) 

But  we  try  to.  As  I  said,  I  appreciate  this  opportunity  to  discuss 
the  housing  policies  of  the  Farmers  Home  Administration. 

The  overriding  policy  of  the  Agency  continues  to  be  providing 
decent  housing  for  rural  people  who  otherwise  cannot  afford  it.  The 
corollary  policy  is  to  carry  out  this  responsibility  within  the  guide- 
lines of  the  President's  economic  recovery  program. 

We  are  directing  our  resources  to  those  people  who  are  most  in 
need  and  who  live  in  truly  rural  areas.  In  fisccd  1981,  approximate- 
ly iU  percent  of  our  rural  housing  loans  were  made  to  house  people 
whose  income  was  below  50  percent  of  the  median  income.  Census 
data  indicates  that  the  majority  of  substandard  housing  is  in  the 
more  remote  rural  areas  and  in  towns  of  2,500  population  or  less. 

As  you  alluded  to  earlier,  Mr.  Chairman,  last  week  Secretary 
Block  and  HUD  Secretary  Pierce  formally  agreed  to  the  fact  that 
there  is  a  serious  lack  of  mortgage  credit  m  communities  with  pop- 
ulations between  10,000  and  20,000.  As  a  result  of  that  agreement, 
housing  assistance  from  the  Farmers  Home  Administration  will 
continue  to  be  available  in  those  communities  that  are  designated 
if  they  are  rural  in  nature  and  outside  of  a  standard  metropolitan 
statistical  area.  I  am  sure  that  both  Secretaries  appreciate  the  in- 
terest and  involvement  and  the  passing  on  to  them  of  the  concerns 
that  you  had  for  their  agreement  in  that  effort. 

As  you  know,  Mr.  Chairman,  Congress  directed  the  Farmers 
Home  Administration  to  eliminate  the  one  national  income  eligibil- 
ity standard  and  develop  varying  eligibility  criteria  tied  more  close- 
ly to  local  economic  conditions.  So,  last  December,  we  issued  regu- 
lations which  established  separate  eligibility  standards  for  sin^e- 
family  housing  loans  based  on  the  median  income  of  more  than  500 
areas.  Eligibility  for  moderate-income  borrowers  ranged  from  an 
income  ceiling  of  $17,000  to  not  more  than  $23,000.  Low-income 
ceilings  generally  ranged  on  these  constructions  from  $11,500  to 
$18,000. 

In  the  March  11  Federal  Register,  we  proposed  some  refinements 
to  the  earlier  regulations.  Basically,  the  revised  r^ulations  will 
reduce  the  maximum  income  limit  for  moderate-income  borrowers 
to  between  $15,600  and  $23,000,  depending  on  the  economic  region. 
Low-income  ceilings  will  not  change.  The  proposed  regulations  will 
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also  require  an  annual,  instead  of  a  biennial,  review  of  interest 
credit  agreements  that  we  have  with  home  loan  borrowers.  This 
latter  change  will  help  us  assure  that  this  assistance  continues  to 
reach  those  who  need  it  most. 

This  same  goal,  that  of  serving  those  who  most  need  it,  is  the  un- 
derlying purpose  of  our  decision  to  direct  our  rented  assistance 
funds  to  rural  rental  projects.  A  survey  in  March  of  1981  showed 
that  many  existing  projects  needed  to  increase  the  number  of  units 
available  for  rental  assistance.  We  believe  it  is  in  the  best  interest 
of  our  borrowers,  tenants,  and  taxpayers  to  give  priority  to  using 
rental  assistance  in  our  present  projects  and  to  expand  our  services 
to  new  units  as  additional  resources  allow. 

The  single-family  housing  program  has  not  moved  as  well  as  we 
would  like  during  the  first  half  of  this  fiscal  year  due  to  a  number 
of  extenuating  circumstances.  As  you  know,  we  operated  under  a 
continuing  resolution  until  December  1981.  Many  home  loan  appli- 
cants have  had  difficulty  showing  repa3anent  ability  due  partially 
to  high  interest  rates  and  general  economic  conditions.  In  addition, 
many  county  supervisors,  especially  in  areas  hit  by  natural  disas- 
ters, have  had  to  give  priority  to  those  farm  borrowers  who  are  ex- 
periencing serious  economic  problems. 

Mr.  Chairman,  I  assure  you  that  we  will  do  everything  we  can  to 
use  all  our  available  resources  for  these  programs  in  this  fiscal 
year. 

Although  the  vast  majority  of  housing  borrowers  are  making 
pa3rments  on  schedule,  the  Farmers  Home  Administration  delin- 
quency rate  is  high.  We  have  just  about  one  million,  actually, 
997,000,  single-family  housing  loans  outstanding  as  of  January  1, 
1982.  Of  those,  281,000,  about  30  percent  are  delinquent.  The  delin- 
quency figure  includes  an  estimated  50,000  borrowers  with  whom 
we  have  been  able  to  work  out  a  new  pa3mient  schedule,  but  who 
still  are  technically  counted  by  our  computer  system  as  being  delin- 
quent. There  are  about  30,000  multifamily  rural  rental  housing 
loans  outstanding,  including  farm  labor  housing.  Of  these,  657,  or 
just  under  3  percent,  are  delinquent. 

We  are  m^ng  an  effort  to  reduce  our  delinquency  rates,  but  by 
that  we  mean  we  are  doing  what  we  can,  through  servicing,  to 
assist  borrowers  to  become  current  on  loan  pajrments.  This  effort 
has  been  at  some  points  misinterpreted  by  those  who  think  that  we 
are  "cutting  off'  our  borrowers  rather  than  working  with  them  to 
make  their  payments.  This  is  not  the  case. 

On  November  25,  1981,  we  issued  a  detailed  procedure  to  our 
county  staffs  for  supervision  and  servicing  of  single-family  housing 
borrowers.  They  were  instructed  to  monitor  delinquent  and  prob- 
lem accounts  on  a  daily  basis  and  provide  individual  credit  counsel- 
ing in  an  effort  to  assist  borrowers. 

Some  of  the  servicing  alternatives  that  the  Agency  is  using  are: 
determining  if  the  borrower  is  eligible  for  interest  credit  assistance. 
If  we  find  that  he  is  eligible  for  that  assistance,  a  reduced  interest 
payment  can  be  granted  for  up  to  2  years.  The  subsidy  granted  on 
those  loans  approved  after  October  1,  1979,  is  subject  to  recapture. 

The  second  alternative  that  we  have  available  to  use  is  to  deter- 
mine if  the  borrower  is  willing  and  can  afford  to  make  partial  pay- 
ments in  addition  to  the  regular  payment;  and  then  we  do  have  the 
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authority,  and  are  using  this  authority,  to  grant  a  moratorium  on 
loan  pa3rments  when  the  borrower  is  delinquent  due  to  unemploy- 
ment, illness,  or  other  circumstances  beyond  their  control. 

Of  course,  strict  collection  policies  are  followed  for  any  borrower 
who  has  sufRcient  income  but  does  fail  to  make  payments.  But 
under  normal  circumstances,  rural  housing  loans  are  liquidated 
only  after  every  other  servicing  approach  has  been  tried  and  failed. 
Even  then,  foreclosure  is  recommended  only  after  all  reasonable  at- 
tempts have  been  made  to  liquidate  the  loan  through  sale,  transfer, 
or  voluntary  conveyance. 

In  conclusion,  Mr.  Chairman,  we  believe  that  we  have  adequate 
funding,  staffing,  and  the  necessary  expertise  to  carry  out  our 
housing  mandate  within  the  President's  economic  recovery  pro- 
gram. 

Then,  not  a  part  of  my  prepared  and  distributed  testimony,  I 
would  like  to  review  briefly  the  differences  between  what  the  ad- 
ministration is  proposing  and  what  we  find  in  H.R.  5731.  Probably 
the  main  difference  is  in  the  total  aggregate  level  of  housing  au- 
thorization for  1983.  The  administration  is  proposing 
$1,126,000,000,  which  is  the  total  housing  budget  for  fiscal  year 
1983,  compared  to  H.R.  5731,  with  a  number  of  $3,725,000,000.  Of 
this  level,  the  main  reduction  is  in  our  502  program  and  in  our  515 
program. 

We  feel  that  our  $900  million  level — for  section  502  only — we  are 
requesting  will  be  directed  to  the  more  truly  rural  communities, 
the  smaller  places  in  rural  America  and  the  open  countryside,  al- 
though not  able  to  meet  all  of  the  needs,  and  I  do  not  think  the 
Farmers  Home  Administration  was  ever  or  could  ever  meet  all  of 
the  rural  housing  needs,  will  go  a  long  way  towards  providing  that 
assistance  in  those  truly  rural  communities. 

The  program  has  been  reduced.  The  rental  assistance  portion  of 
our  515  program  has  been  reduced  so  that  we  will  be  able  to  pro- 
vide assistance  to  those  rental  assistance  contracts  that  are  expir- 
ing. We  will  be  able  to  provide  assistance  to  those  projects  that 
have  a  need  to  add  additional  units  of  rented  assistance  to  those 
projects  to  make  those  projects  self-sustaining. 

Mr.  Chairman,  we  feel  that  the  major  problem  in  rural  America, 
as  in  all  of  this  country,  has  to  do  prim£urily  with  high  interest 
rates.  The  President's  economic  recovery  program,  which  is  orient- 
ed primarily  towards  reducing  spiraling  inflation  and  bringing  it 
under  control  and  reducing  interest  rates,  will  have  a  very,  very 
positive  effect  on  the  ability  of  rural  America  to  provide  housing, 
and  we  look  forward  to  seeing  that  program  to  a  successful  conclu- 
sion. I  would  be  very  willing  to  answer  any  questions,  and  would 
appreciate  having  any  suggestions  and  responding  to  any  inquiries 
you  or  the  committee  might  have,  Mr.  Chairman. 

[Mr.  Shuman's  prepared  statement,  on  behalf  of  the  Farmers 
Home  Administration,  and  a  letter  from  Agriculture  Secretary 
John  R.  Block  to  House  Speaker  Thomas  P.  O'Neill,  Jr.,  dated 
March  12,  1982.  with  enclosed  draft  bill  "To  Amend  TiUe  V  of  the 
Housing  Act  of  1949,"  follow:] 
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TESTIMONY  OF 

CHARLES  M.  SHUMAN 

ADMINISTRATOR 

FARMERS  HOME  ADMINISTRATION 

U.S.  DEPARTMENT  OF  AGRICULTURE 

BEFORE 

SUBCOMMITTEE  ON  HOUSING  AND  COMMUNIH  DEVELOPMENT 

HOUSE  COMMITTEE  ON  BANKING,  FINANCE  AND  URBAN  AFFAIRS 

MARCH  25,  1982 


Mr.  Chairman,  members  of  the  Coimlttee:   I  appreciate  this  opportunity  to 
discuss  the  housing  policies  of  the  Farmers  Home  Administration. 

The  overriding  policy  continues  to  be  providing  decent  housing  for  rural 
people  mho  otherwise  cannot  afford  It.    The  corollary  policy  Is  to  carry  out 
this  responsibility  within  the  guidelines  of  the  President's  economic  recovery 
program. 

We  are  directing  our  resources  to  those  people  Mho  are  most  In  need  and 
Mho  live  In  truly  rural  areas.     In  fiscal  year  1981,  approximately  31  percent 
of  our  rural  housing  loans  were  made  to  house  people  Mhose  income  was  below  50 
percent  of  the  median  income.     Census  data  indicates  that  the  majority  of 
substandard  housing  is  in  the  more  remote  rural  areas  and  in  towns  of  2,500  or 
less. 

Last  week.  Secretary  Block  and  HUD  Secretary  Pierce  formally  agreed  that 
there  is  serious  lack  of  mortgage  credit  In  communities  with  populations  of  . 
between  10,000  and  20,000  populations.     As  a  result,  FmHA  housing  assistance 
win  continue  to  be  available  in  those  designated  communities  If  they  are  rural 
In  nature  and  outside  of  a  Standard  Metropolitan  Statistical  Area  (SMSA). 
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As  you  know,  Mr.  Chairman,  Congress  directed  Fanners  Home  to  eliminate 
the  one  national   income  eligibility  standard  and  develop  varying  eligibility 
criteria  tied  more  closely  to  local  economic  conditions.     Last  December,  we 
issued  regulations  which  established  separate  eligibility  standards  for 
single-family  housing  loans  based  on  the  median  income  of  more  than  500  areas. 
Eligibility  for  moderate- income  borrowers  ranged  from  an  income  ceiling  of 
$17,000  to  not  more  than  $23,000.     Low-income  ceilings  generally  ranged  from 
$11,500  to  $18,000. 

In  the  March  11  Federal  Register,  we  proposed  some  refinements  to  the 
earlier  regulations.     Basically,  the  revised  regulations  will  reduce  the 
maximum  income  limit  for  moderate-income  borrowers  to  between  $15,600  and 
$23,000,  depending  on  the  economic  region.     Low-income  ceilings  will  not 
change.     The  proposed  regulations  will   also  require  an  annual,  instead  of 
biennial,  review  of  interest  credit  agreements  with  home  loan  borrowers.     This 
latter  change  will  help  us  assure  that  this  assistance  continues  to  reach  those 
who  need  it  most. 

This  same  goal  —  serving  those  who  need  it  most  —  is  the  underlying 
purpose  of  our  decision  to  direct  rental   assistance  funds  to  existing  rural 
rental  projects.    A  survey  in  March  1981,  showed  that  many  existing  projects 
needed  to  increase  the  number  of  units  available  for  rental   assistance.     Ue 
believe  it  is  in  the  best  interest  of  our  borrowers,  tenants  and  taxpayers  to 
give  priority  to  using  rental   assistance  in  our  present  projects  and  to  expand 
our  services  to  new  units  as  additional   resources  allow. 


Digitized  by 


Google 


1955 


The  single-family  housing  program  has  not  moved  as  well  as  we  would  like 
during  the  first  half  of  this  fiscal  year  due  to  a  number  of  extenuating 
circumstances.    As  you  icnow,  we  operated  under  a  continuing  resolution  until 
January  1982.    Many  home  loan  applicants  have  had  difficulty  showing  rep^ynent 
ability  due  partially  to  high  Interest  rates  and  general  economic  conditions. 
In  addition,  many  county  supervisors,  especially  In  areas  hit  by  natural 
disasters,  have  had  to  give  priority  to  those  farm  borrowers  Mho  are 
experiencing  serious  economic  problems.    Ue  assure  you  that  we  will  do 
everything  we  can  to  use  all  available  resources  this  year. 

Although  the  vast  majority  of  housing  borrowers  are  making  p^ynents  on 
schedule,  the  delinquency  rate  Is  still  too  high.    We  have  Just  about  1  million 
(997,133)  single-family  housing  loans  outstanding  as  of  January  1,  1982.     Of 
those,  nearly  300  thousand  (281,104)  or  about  30  percent  are  delinquent.     The 
delinquency  figure  includes  an  estimated  50,000  borrowers  with  whom  we  have 
been  able  to  work  out  a  new  payment  schedule  but  who  are  technically  counted  as 
delinquent. 

There  are  about  30,000  (29,217)  multi-family  rural  rental  housing  loans 
outstanding.  Including  farm  labor  housing.     Of  these,  657  or  Just  under  three 
percent  are  delinquent. 

We  are  making  an  effort  to  reduce  our  delinquency  rates.     By  that  we 
mean  we  are  doing  what  we  can,  through  servicing,  to  assist  borrowers  to  become 
current  on  loan  pa>ments.    This  effort  has  been  misinterpreted  by  some  to  mean 
that  we  are  "cutting  off"  our  borrowers  rather  than  working  with  them  to  make  ^ 
their  payments. 
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On  November  25,  1981,  we  Issued  detailed  procedures  to  our  county  staffs 
for  supervision  and  servicing  of  single-family  housing  borrowers.  They  were 
instructed  to  monitor  delinquent  and  problem  accounts  on  a  daily  basis  and 
provide  individual  credit  counseling  in  an  effort  to  assist  borrowers. 

Some  of  the  servicing  alternatives  we  are  using  are: 

—Determining  If  the  borrower  Is  eligible  for  Interest  credit 
assistance.  If  so,  a  reduced  interest  payment  can  be  granted  for  up  to  two 
years.  The  subsidy  granted  on  those  loans  approved  after  October  1,  1979,  Is 
subject  to  recapture; 

—Determining  if  the  borrower  is  willing  and  can  afford  to  make  partial 
payments  in  addition  to  the  regular  pa>inent;  and 

—Granting  a  moratorium  on  loan  pa>ments  Mhen  the  borrower  Is  delinquent 
due  to  unemployment.  Illness  or  other  circumstances  beyond  their  control. 

Of  course,  strict  collection  policies  are  followed  for  any  borrowers  Mho 
have  sufficient  Income  but  fall  to  make  pa>ments.  But  under  nomal 
circumstances,  rural  housing  loans  are  liquidated  only  after  ewery  other 
servicing  approach  has  been  tried  and  failed.  Even  then,  foreclosure  Is 
recommended  only  after  all  reasonable  attempts  have  been  made  to  liquidate  the 
loan  through  sale,  transfer  or  voluntary  conveyance. 

In  conclusion,  Mr.  Chairman,  we  believe  that  we  have  adequate  funding, 
staffing  and  the  necessary  expertise  to  carry  out  our  housing  mandate  with  the 
President's  economic  recovery  program. 

I'll  be  pleased  to  answer  any  questions  you  or  members  of  the  coMilttee 
may  have. 
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DEPARTMENT  OF  AGRICULTURE 

OFFICE  OF  THE  SECRETARY 
WASHINGTON.  D.  C.  202S0 


Honorable  ThoMs  P.  O'Helll,  Jr.  ^  ^  ^^®^ 

Speaker  of  the  House 
House  of  Representatives 
Washington,  DC  20515 

Dear  Mr.  Speaker: 

Enclosed  ¥or  the  consideration  of  the  Congress  is  a  draft  bill  "To  tmend 
Title  V  of  the  Housing  Act  of  1949." 

The  Department  of  Agriculture  recoonends  enactsent  of  this  draft  bill. 

The  draft  bill  would  aaend  existing  Sections  513,  515(b)(5),  517(a)(1), 
and  521(a)(2)(D)  of  Title  V  of  the  Housing  Act  of  1949  to  extend  the 
cicpiration  dACes  of  certain  rural  housing  progress  and  authorisations  for 
appfoprlatlops  in  these  sections. 

Consistent  with  the  President's  fiscal  year  1983  budget,  this  bill  nould 
extend  the  authorisations  for  these  housing  progress  through 
September  30,  1984. 

fhe  follovisg  rural  housing  programs  .ace  «ffected: 

1.  General  Auchorl sat ions  (Section  513(a)) —  the  authorisation 
level  for  insured  loans  under  tbl»  title  is  revised  and  extended  to 
Bepteaber  30,  1984.  This  r«queACed  authorisation  will  be  devoted  to 
Si^bsldlsed  loans  to  lov-ineone  borrotrera,  except  for  certain  loans  that 
trm   i!fe«c«Bs*i7  «o  servicing  of  the  Paraera.  Hoae  Adainist ration's  loan 
portfolio. 

2.  Low-incoae  repair  loans  and  grants  (current  Section  513(b)(2)) — 
the  authorisation  for  appropriations  for  loans  and  grants  under  Section 
504  for  very  low-incoae  owner-occupants  to  sake  repairs  to  reaove  health 
ittid  safety  hasards  to  their  ho—a  4#  ce>vl«ed.«iid-«xCended  to  Stptwhftg 
30,  1984. 

3.  Pan  labor  housing  grants  (current  Section  513(b)(3)) —  the 
authorisation  for  appropriations  for  financial  assistance  under 
Section  516  to  broadly  based  nonprofit  organisations  and  public  agencies 
t^'pxfd^tfe  houiing  and  related  fitellltiea  for  doaestic  fam  laborers  is 
revised  and  extended  to  September  30,  1984. 


Digitized  by 


Google 


1958 


4.  Technical  and  supervisory  assistance  (current 

Section  513(b)(4)) —  the  authorization  for  appropriation  for  financial 
assistance  under  Section  525(a)  for  technical  and  supervisory  assistance 
and  planning  Is  deleted. 

5.  Rural  rental  housing  loans  (Section  515(b)(5)) —  the  authority 
to  provide  financial  assistance  to  provide  rental  or  cooperatively  owned 
Bultl-faally  living  units  for  occupancy  by  lov-  to  noderate-incoae 
families  is  extended  to  September  30,  1984. 

6.  Rural  housing  loans  (Section  517(a)(1)) —  the  authority  to 
provide  financial  assistance  under  this  section  to  low  and  « 
moderate-income  families  to  buy,  build.  Improve  or  relocate  homes  of 
their  oim  in  rural  areas  (Section  502  single  family  housing  loans)  is 
extended  to  September  30,  1984. 

7.  Rental  assistance  (Section  521(a)(2)(D)) —  the  authority  to 
enter  into  rental  assistance  contracts  is  extended  to  September  30 » 
1984. 

8.  Mutual  and  self-help  housing  loans  and  grants  (Section  523(f)) — 
the  authority  to  make  loans  and  grants  under  Section  523(b)(1)(A)  and  (B) 
is  not  extended. 

9.  Self-help  Housing  Land  Development  Fund  (Section  523(g)) —  no 
authorization  for  appropriations  or  authority  for  a  specific  authorised 
program  level  is  requested.  ' 

In  addition,  the  following  amendments  to  Title  V  of  the  Housing  Act  of 
1949  are  requested: 

1.  Amend  Section  521(a)(2)(A)  to  change  low-income  tenant's 
contribution  towards  rent  and  utilities  in  rental,  congregate,  end 
cooperative  houal^g  projects  receiving  rental  assifU^nc**. 

The  proposed  action  amends  Section  521(a)(2)(A)  of  the  Housing  Act,  as 
amtnded,  which  establishes  the  amount  of  the  tpriAtit  s  eoatrl^utlon 
towards  rent  and  utilities  in  projects  allocated  rental  assistance. 
Presently,  it  is  not  to  exceed  25  percent  of  the  tenant's  monthly  income. 
The  proposed  A«*iids«Bt  vi>ul4.  isicouse  the  n^xlsia  fc^^oaoC'p  mon^lUy .  . 
contribution  to  30  percent  of  monthly  income   This  change  would  make  the 
program  consistent  with  the  Department  of  Housing  and  Drban  DevelopDcnt's 
Section  8  program.  This  amendment  will  have  a  poslctve  Impact  on  program 
management  in  that  program  outlays  will  be  decr^aned  at  a  slight  cost  to 
tenants  living  in  rural  rental  housing  projects.  Since  inception  of  the 
rental  ass Istamee  program  im  fiscml  year  1978  tenemt's  .mamlmiM 
contribution  has  remained  at  the  same  percentage  of  income  while  project 
costs,  and  consequently  Government  costs,  have  increased  by  about 
55  percent  per  unit  funded.  The  proposed  amendment  will  reduce 
Government  costs  by  $4.6  million  in  fiscal  year  1983  and  $23.1  million 
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over  the  next  5  years  for  the  17,560  units  that  are  Included  In  the 
President's  budget  to  receive  S-year  rental  contracts  In  fiscal  year 
1983.  These  savings  are  reflected  In  the  President's  budget  request  of 
$185  million.  If  all  contracts  that  are  due  to  expire  over  the  next 
5  years  are  renewed  for  5  years,  the  savings  in  Government  cost  will 
amount  to  $54.7  million  over  the  next  5  years  and  $75.3  million  over  the 
lifetime  of  all  such  contracts. 

2.  Delete  Section  530  which  prevents  the  Secretary  from  approving 
rent  Increases  for  multi-family  projects  If  rental  assistance  is  not 
requested  and  tenants  pay  over  25  percent  of  their*  income  for  rent  and 
utilities.  Experience  shows  that  this  section  is  an  impediment  to 
providing  multi-family  housing  to  families  of  low  and  moderate  income. 
It  has  placed  an  unnecessary  burden  on  multi-family  borrowers  to  apply 
for  rental  assistance  when  there  are  not  enough  rental  assistance 
resources  to  respond  to  the  requirement. 

An  Identical  letter  has  been  sent  to  the  President  of  the  Senate. 

The  Office  of  Management  and  Budget  advises  that  enactment  of  this 
proposed  legislation  would  be  in  accord  with  the  Administration's 
program. 


Sincerely, 


^USL- 


Jobd  B.  Blool: 
Secretaxy 

Enclosure 


95-072  0-82-31 
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A  BILL 
To  M^ad  Title  V  of  the  Hooslng  Act  of  1949 

Be  it  enacted  by  the  Senate  end  Honee  of  lepreeenf  tl^—  of  the 
United  Stat—  of  Aaerice  in  Congrees  eeeeabled.  That  section  513  of  the 
Housing  Act  of  1949  is  saended  by  striking  out  the  present  langaage  and 
inserting  in  lieu  thereof  the  following: 

"(a)  The  Secretary  say,  to  the  extent  and  in  such  aaounts  as 
provided  tn  advance  in  appropriation  Acts,  Bske  and  insure  loans  under 
the  authorities  provided  in  this  title  in  an  aggregate  principal  aaouat 
not  to  exceed  $1,126,000,000  for  fiscal  year  1983  and  such  aaoonts  aa  mmj 
be  necessary  for  fiscal  year  1984;  except  that  for  fiscal  year  1983  of 
any  aaount  so  approved — 

"(1)  not  aore  than  $1,100,000,000  shall  be  aade  available  for 
loans  insured  on  behalf  of  borrowers  receiving  assistance  pursaant 
to  subparagraph  (B).0f  section  521(a)(1);  ^   .... 

"(2)  not  aore  than  $19,000,000  aay  be  aade  available  for  loana 
inaured  under  section  514;  and 

"O)  not  Bora  than  $5,000,000  shall  be  avalUtOii Joj. flplcUv  ... 
advances  under  section  501(e). 
"(b)  There  are  authorised  to  be  appropriated — 

"W   ^•^  -leaaa  aad.  greats,  purauant  to  section  504,.  not  to 

exceed  $36,500,000  for  fiscal  year  1983,  of  which  not  aora  thaa 
$12,500,000  shall  be  available  for  grants,  and  such  soas  aa  aay  ba 
necessary  for  fiscal  year  1984; 

"(2)  for  financial  assistance  pursuant  to  section  516,  aot  to 
exceed  $12,500,000  for  fiscal  year  1983,  and  auch  soas  aa  aay  ba 
neceaaary  far  fiscal  year  1984; 
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"(3)  for  the  purposes  of  section  509(c),  not  to  exceed 
$2,000,000  for  fiscal  year  1983,  and  such  suns  as  may   be  necessary 
for  fiscal  year  1984; 

"(4)  such  SUBS  as  aay  be  necessary  for  each  of  the  fiscal  years 

1983  and  1984  to  neet  pa3fBents  on  notes  or  other  obligations  issued 
by  the  Secretary  under  section  511  equal  to  (A)  the  aggregate  of  the 
contributions  aade  by  the  Secretary  in  the  font  of  credits  on 
principal  due  on  loans  aade  pursuant  to  section  503,  and  (B)  the 
interest  due  on  a  similar  sun  represented  by  notes  or  other 
obligations  issued  by  the  Secretary;  and 

"(5)  such  suns  as  nay  be  required  by  the  Secretary  for  each  of 
the  fiscal  years  1983  and  1984  to  adainlster  the  provisions  of 
sections  235  and  236  of  the  National  Housing  Act  and  section  8  of 
the  United  States  Houaing  Act  of  1937 •" 
Sec.  2.   Section  515(b)(5)  of  such  Act  is  amended  by  striking  out 

"1982"  and  inserting  in  lieu  thereof  "1984". 

Sec.  3.   Section  517(a)(1)    of  such  Act  is  SMnded  by  striking 

our  "1982"  and  inserting  in  lieu  thereof  "1984". 

Sec.  4.   Section  521(a)  of  such  Act  is  amended  by — 

(a)  striking  out  in  paragraph  (2)(A)  the  number  "25"  and  inserting 
in  lieu  thereof  "30";  and 

(b)  striking  out  in  paragraph  (2)(D)  the  present  language  and 
inserting  in  lieu  thereof  the  following: 

"(D)  There  are  authorised  to  be  appropriated  $185,000,000  for 
fiscal  year  1983  and  such  sums  as  may  be  necessary  for  fiscal  year 

1984  with  which  the  Secretary  is  authorised  to  enter  into  rental 
assistance  contracts  aggregating  no  more  than  said  amounts  in  each 
fiscal  year  in  carrying  out  subparagraph  (A)." 

Sec.  S.   Section  530  of  such  Act  is  repealed. 

Sec.  6.  These  aincndnicnts  to  the  Housing  Act  of  1949  shall  take  effect 
on  October  1,  1982. 
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Chairman  Gonzalez.  Thank  you  very  much,  Mr.  Shuman. 

First,  I  am  glad  that  you  appended  this  last  discussion  here  to 
your  statement,  because  I  was  quite  concerned,  after  having  seen 
the  prepared  text.  The  purpose  for  these  hearings  is  to  consider 
these  two  bills,  and  there  is  no  reference  in  your  statement  to  these 
two  bills.  I  do  not  intend  to  make  a  big  to-do  about  it,  except  to  say 
I  am  glad  that  you  referred  to  the  funding  difference. 

I  think  that  it  is  important  that  the  record  should  show,  and  you 
described  it  as  such,  that  you  are  speaking  about  agp^egate  loan 
levels  that  do  not  represent  budget  authority,  so  that  in  effect  this 
is  not  all  savings.  You  are  not  showing  €uiy  savings  in  here,  be- 
cause traditionally  your  budgeting  methods  in  this  respect  have 
been  different. 

So,  I  do  think  the  record  ought  to  show  that  clearly.  You  are 
speaking  of  differences  in  numbers  that  are  not  necessarily  repre- 
sentative of  budget  authority,  and  therefore  do  not  reflect  actual 
savings. 

The  other  thing  was  that  your  main  presentation  concentrated 
on  the  delinquency  problem.  I  noticed  the  headlines  down  home,  I 
guess  I  would  say  about  a  month  ago,  where  a  colleague  of  mine, 
Mr.  Hance,  was  very  exorcised,  charging  that  the  rate  of  foreclo- 
sures— I  noticed  that  because  the  word  in  the  published  reports 
was  "foreclosures" — had  reached  alarming  levels,  and  then  shortly 
after  that  there  was  a  denial,  €uid  €ui  explcuiation  that  delinquen- 
cies were  differentiated  from  foreclosures. 

Can  you  explain  what  happened  there?  Did  you  have  any  rebut- 
tal? Was  there  anv  explanation?  What  was  the  truth  of  the  charge 
that  your  actual  foreclosure  rate  had  reached  alarming  and  unac- 
ceptable proportions? 

Mr.  Shuman.  About  a  month  ago,  there  did  circulate  a  very  inac- 
curate summary  of  a  supervisory  and  servicing  memorandum  that 
I  distributed  te  my  Stete  directors  in  the  middle  of  the  summer  or 
early  fall,  in  which  I  instructed  my  Stote  directors  to  concentrate 
on  supervising  and  servicing  our  existing  portfolio,  so  we  could 
identify  problems  of  farmers  and  homeowners,  water  and  sewer 
system  operators,  and  recipients  of  our  business  and  industry  guar- 
antee loan  program,  so  that  we  could  concentrate  on  those  prob- 
lems and  find  out  what  was  causing  problems  facing  those  individ- 
uals, and  to  come  up  with  a  solution  through  the  expertise  that  we 
have  to  supervise  and  service  those  loans. 

That  memorandum  had  atteched  to  it  goals  that  I  established  for 
each  Stete  office  to  move  accounts  from  a  delinquent  status  to  a 
current  stetus.  This  was  an  effort  to  give  a  goal  to  those  State  di- 
rectors so  that  they  would  have  a  way  of  measuring  their  progress 
in  solving  the  problems  faced  by  farmers  and  rural  homeowners 
and  other  recipients  of  Farmers  Home  Administration  assistance. 

That  memorandum,  even  though  it  specifically  did  not  deal  with 

Eercentege  reductions,  was  misconstrued,  I  hope  unintentionaUy» 
y  others  outside  of  government  as  being  a  demcmd  upon  the  Farm- 
ers Home  Administration  in  the  field  to  liquidate  those  delinquent 
accounts. 

Mr.  Chairman,  that  is  absolutely  not  the  case,  and  not  the  in- 
tended use  of  that  memorandum,  and  in  fact,  that  was  not  the  way 
it  was  perceived  by  those  who  received  it  in  the  field.  It  was  per^ 
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ceived  by  those  who  received  it  in  the  field  as  offered,  to  emphasize 
supervision  and  service  and  to  find  out  the  problems  that  were 
causing  delinqencies. 

I  am  not  sure  of  the  specific  news  release  or  newspaper  account 
that  you  saw,  Mr.  Chairman,  but  it  may  have  had  something  to  do 
with  that  very  disserving,  inaccurate  summary  of  the  Farmers 
Home  Administration's  efforts  to  emphasize  our  supervision  and 
servicing  activity. 

Chairman  Gonzalez.  I  have  time  for  just  one  question  here.  That 
is,  in  view  of  the  emphasis  that  it  placed  on  coimseling  and  what 
you  describe  in  detail  here,  €uid  in  view  of  the  observations  we 
made  in  these  field  hearings,  where  usually  your  supervisor  would 
be  one  person  who  has  an  array  of  duties,  I  cannot  understand  in 
the  light  of  that  importance  of  focusing  resources  on  curing  delin- 
quencies that  you  stress  so  much  in  your  presentation  why  you 
would  oppose  the  counseling  authority  that  we  have  provided  in 
the  legislation. 

Mr.  Shuman.  You  say  the  counseling  authority  that  you  have 
provided  in  the  legislation? 

Chairman  Gonzalez.  Yes,  sir.  In  your  technical  assistance,  525 
prc^am. 

Mr.  Shuman.  The  emphasis  that  the  Agency  is  placing  on  super- 
vising and  servicing  is  oriented  toward  taking  care  of  the  problems 
that  our  individual  borrowers  are  facing.  We  feel  that  the  section 
525,  our  technical  and  supervisory  assistance  grants,  are  specifical- 
ly oriented  toward  a  unique  situation  that  we  feel  we  can  take  care 
of  outside  of  and  with  our  existing  personnel.  We  feel  we  do  not 
need  to  utilize  those  funds  for  that  purpose  at  the  present  time. 

Chairman  Gonzalez.  Mr.  Shuman,  FmHA  is  specifically  author- 
ized to  provide  loans  to  families  who  want  to  purchase  manufac- 
tured housing.  When  can  we  expect  regulations  to  be  in  place  so 
that  this  program  may  proceed? 

[At  the  request  of  Chairman  Gonzalez,  the  following  additional 
information  was  submitted  for  inclusion  in  the  record  by  Mr. 
Shuman:] 

Response  Received  From  Mr.  Shuman 

FmHA  is  presently  providing  loans  to  families  who  want  to  purchase  manufac- 
tured housing,  provided  the  unit  is  constructed  in  accordance  with  the  Housing  and 
Urban  Development  (HUD)  Minimum  Property  Standards  (MPS)  plus  FmHA's  re- 
quirements for  extra  insulation  and  other  thermal  requirements. 

Chairman  Gonzalez.  Mr.  Wylie. 

Mr.  Wyue.  Thank  you,  Mr.  Chairmcui. 

Mr.  Shuman,  several  proposals,  including  the  recognition  of  the 
President's  Commission  on  Housing,  recognized  that  we  had  to  do 
something  either  through  a  plan  of  block  grants  for  Federal  hous- 
ing assistance  or  to  mold  Farmers  Home  into  HUD. 

What  views  do  you  have  on  such  recommendation? 

Mr.  Shuman.  I  have  no  information  on  that  proposal,  Mr.  Wylie. 
I  am  sorry. 

Mr.  Wylie.  You  will  be  receiving  information  on  that  proposal 
shortly.  I  have  seen  the  President's  initiative  on  housing.  We  do 
not  have  any  information  on  it,  but  I  am  sure  you  would  not  want 
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to  necessarily  associate  yourself  with  that  recommendation,  would 
you,  until  you  have  seen  it? 

Mr.  Shuman.  I  would  want  to  know  the  details  of  the  proposal 
and  examine  exactly  the  manner  in  which  any  kind  of  change 
might  be  suggested  before  I  would  be  able  to  comment.  But  I  do  not 
know  the  details.  I  am  not  aware  of  that  proposed. 

Mr.  Wyue.  Well,  let  me  say  that  I  have  forewarned  you.  You 
might  want  to  get  a  copy  of  the  preliminary  report. 

Mr.  Shuman.  Let  me  make  one  comment  for  the  record  very 
clear;  I  feel  strongly  that  the  delivery  system  and  the  activities  in 
the  Farmers  Home  Administration  in  administering  the  programs 
that  have  been  given  to  us  by  the  Congress  have  been  second  to 
none.  I  am  really  proud  to  be  associated  with  the  Farmers  Home 
Administration  and  associated  with  the  coimty  people  who  have 
been  handling  this  heavy  workload. 

Mr.  Wyue.  I  noticed  on  page  3  of  your  testimony  vou  mention 
there  are  nearly  300,000,  281,104,  about  30  percent  of  your  single 
family  housing  loans  outstanding  are  delinquent.  That  is  a  figure 
that  has  to  cause  you  concern. 

Mr.  Shuman.  Certainly  it  causes  me  concern.  However,  the  im- 
portant point  is  not  whether  or  not  the  account  is  delinquent  but 
what  is  the  problem  causing  that  delinquency  and  what  kinds  of 
steps  have  we  taken  with  that  family  to  work  out  the  delinquency. 

Mr.  Wyue.  That  figure  of  30  percent  is  five  times  higher  than 
the  national  average  on  any  loan  on  single  family  housing,  I  might 
add. 

Mr.  Shuman.  I  might  point  out  that  you  need  to  keep  in  mind 
when  you  examine  those  numbers  and  compare  the  Farmers  Home 
Administration  program  with  national  numbers  of  all  single  family 
delinquencies  that  the  Farmers  Home  Administration's  activities 
are  confined  primarily  to  low-income  families,  and  therefore,  you 
would  probably  expect,  I  think,  to  see  our  delinquency  figures 
higher  than  the  national  average. 

Another  point  that  must  also  be  kept  in  mind  is  our  test  for  de- 
linquency is  very  severe.  We  count  a  housing  borrower  delinquent 
if  he  owes  us  more  than  $10  for  longer  than  15  days,  and  many 
other  suppliers  of  credit  of  this  type  have  a  less  severe  definition  c5f 
delinquency  than  that. 

Mr.  Wyue.  Well,  it  is  something  that  needs  a  considerable 
amount  of  nuturing  and  care,  I  would  say.  I  know  that  the  admin- 
istration has  made  much  of  the  fact  that  there  are  delinquencies  in 
some  of  these  Federal  Government  programs  like  the  235  program, 
which  is  the  low-income  housing  program  through  HUD.  I  might 
add  that  the  delinquency  rate  is  not  nearly  that  high  in  that  pro- 
gram as  we  think  it  might  be. 

I  understand  this  is  not  like  a  student  locm  progrfitm.  This  con- 
cerns a  man's  house,  his  home.  What  is  the  problem  basically  that 
you  think  the  delinquency  rate  is  this  high? 

Mr.  Shuman.  It  is  hard  to  say  that  one  thing  is  the  problem.  De- 
linquencies have  been  caused  by  many  factors.  In  my  statement  I 
alluded  to  several  of  those. 

Mr.  Wyue.  Is  it  a  lack  of  efibrt  to  try  to  collect  the  loans  in  the 
past? 
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Mr.  Shuman.  That  may  have  been  the  case  at  some  pomts  in  the 
past.  We  do  feel,  though,  that  we  have  instituted  a  system  in  the 
Agency  that  is  pa3ring  attention  to  any  kind  of  a  sign  of  a  problem 
with  a  loan  so  that  we  can  get  right  on  top  of  that  situation,  wheth- 
er it  is  a  deterioration  in  the  security  property  of  the  home  itself  or 
whether  it  is  a  delinquency  that  has  occurred,  so  that  we  can  come 
right  in  there  and  try  to  identify  the  problem  and  service  it  to  a 
successful  conclusion. 

Mr.  Wyue.  I  think  you  have  instituted  a  plan— I  have  talked 
with  Mr.  Elwell  about  this— to  try  to  stimulate  collection  in  some 
of  the  States.  As  I  understand  it,  in  some  cases  where  the  delin- 
quencies have  been  great  there  has  not  been  all  that  much  effort  to 
collect  in  the  past,  that  fimds  have  indeed  been  withheld  until 
some  of  the  States  would  get  their  house  in  order? 

Mr.  Shuman.  It  was  not  necessarily  withholding  fimds,  but  it 
was  reducing  the  allocation  of  funds  to  those  States.  That  has  been 
done  in  some  instances,  and  we  will  continue  to  utilize  that  type  of 
an  activity. 

Mr.  Wyue.  That  is  referred  to  as  withholding  the  full  allocation. 

Mr.  Shuman.  That  is  correct. 

Mr.  Wyue.  Let  me  say  I  would  w€uit  to  be  one  to  encourage  you 
in  that  regard,  and  suggest  as  one  member  of  this  committee  that  I 
would  want  to  try  to  be  helpful.  I  think  it  is  too  bad  that  with  that 
many  borrowers  that  are  delinquent,  unless  there  is  some  specific 
cause  which  you  have  not  indicated  to  me  right  now,  that  maybe  it 
is  the  fact  that  there  has  been  laxness  in  trying  to  collect  it. 

Mr.  Shuman.  I  can  assure  vou  that  we  do  consider  it  a  problem.  I 
have  taken  several  steps,  including  a  foUowup  in  each  county  office 
in  utilizing  the  technique  that  you  described  to  bring  to  the  atten- 
tion of  our  field  people  the  seriousness  of  the  problem. 

I  think  the  seriousness  of  the  problem  is  really  apparent  because 
of  the  fact  that  the  Farmers  Home  Administration  loan  when  it 
gets  delinquent  it  is  hard  for  a  low-income  person  to  make  that  up. 
We  need  to  get  on  those  delinquencies  early  to  find  out  what  the 
problem  is  and  make  sure  that  proper  attention  is  paid  to  that  re- 
sponsibility by  the  recipient  of  the  loan.  That  is  the  direction  we 
are  taking. 

Chairman  Gonzalez.  Would  the  gentleman  yield  at  that  point? 

Mr.  Wyue.  Certainly. 

Chairman  Gonzalez.  I  think  there  is  a  very  important  aspect 
here  we  ought  to  dwell  on.  Is  it  not  true,  Mr.  Shuman,  that  when 
you  examine  the  statistics  over  a  6-month  period  that  delinquency 
drops  dramatically?  In  other  words,  something  has  happened  there 
in  the  interim  during  which  delinquencies  are  taken  care  of. 

Over  a  6-month  span  the  figure  drops  from  29  percent  to  13  per- 
cent. So  that  means  that  a  high  level  of  delinquencies  is  not  that 
unhealthy. 

Mr.  Shuman.  Our  delinquencies  have  never  been  as  low  as  13 
percent.  You  may  be  talking  about  our  aging  of  accounts.  The 
number  I  gave  you  on  the  percentage  delinquency 

Chairman  Gonzalez.  For  the  section  502,  general  purpose  loan. 

Mr.  Shuman.  But  the  figure  I  am  talking  about,  which  is  ap- 
proximately 30  percent,  counts  every  accoimt,  whether  it  has  been 
delinquent  1  month  or  6  months.  You  may  be  looking  at  figures 
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there  that  show  how  many  are  delinquent  total,  how  many  have 
been  delinquent  3  months,  how  many  have  been  delinquent  6 
months.  And  what  that  should  show  is  that  we  should  have  fewer 
accounts  delinquent  6  months  than  we  have  delinquent  1  month. 

Chairman  Gonzalez.  Yes. 

Mr.  Shuman.  Which  is  a  good  sign,  and  you  should  have  that 
continuing. 

Chairman  Gonzalez.  That  is  what  I  am  sa3ring.  I  do  not  want, 
intended  or  not,  to  contribute  to  creating  a  smokescreen  of  alarm- 
ing proportions  by  highlighting  delinquencies  just  to  give  credence 
to  those  who  really  do  not  know  the  program  €uid  simply  want  to 
do  away  with  it. 

Mr.  Shuman.  The  fact  remains  our  total  delinquencies  in  all  cat- 
egories are  higher  than  they  have  been  in  the  past. 

Mr.  Wyue.  I  did  not  intend  to  raise  any  smokescreen,  Mr.  Chair- 
man. 

Chairman  Gonzalez.  No,  no.  I  did  not  imply  that  you  had  or 
that  even  Mr.  Shuman  had.  I  am  saying  that  we  have  had  those 
who  I  must  say  have  been  against  the  concept  of  the  prq^am  to 
begin  with,  who  have  had  sort  of  a  prophecy.  And  I  felt  if  we  did 
not  interpret  just  what  delinquencies  mean  and  have  the  total  view 
that  we  would  be  sort  of  playing  into  the  hands  of  their  self-fulfill- 
ing wish. 

Mr.  Wyue.  I  thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you. 

Mr.  Mitchell. 

Mr.  Mitchell.  Mr.  Administrator,  it  has  been  alleged  that  there 
is  an  enormous  backlog  of  applications,  somewhere  in  excess  (k 
300,000. 1  am  not  concerned  with  the  precise  figure. 

Mr.  Shuman.  I  think  I  can  provide  it  for  you. 

Mr.  Mitchell.  All  right,  if  you  want  to,  but  that  is  not  my  m^jor 
concern,  the  precise  figure.  My  concern  is  that  apparently  in  your 
testimony  you  are  attempting  to  explain  this  enormous  backlog  by, 
No.  1,  pointing  out  that  you  are  operating  under  a  continuing  reso- 
lution. 

Is  that  one  of  your  explanations  for  the  backlog  that  is  alluded  to 
in  your  testimony? 

Mr.  Shuman.  I  am  not  sure  that  I  alluded  to  the  backlog  in  my 
testimony.  Congressman. 

Mr.  MrrcHELL.  You  were  talking  about  a  sinele-ffitmily  housing 
problem,  and  then  you  go  on  to  say  you  operatea  under  a  continu- 
ing resolution. 

Mr.  Shuman.  That  is  one  of  the  reasons  for  the  slowness  in  the 
utilization  of  our  funds  in  the  early  part  of  this  fiscal  year. 

Mr.  MrrcHELL.  Then  you  are  saying  that  this  is  a  contributing 
factor  to  the  backlog,  right? 

Mr.  Shuman.  No,  not  necessarily. 

Mr.  MrrcHELL.  So  in  your  testimony  you  refer  to  the  fact  that 
farm  borrowers  were  hit  hard  by  natural  disasters,  and  there  has 
been  a  great  deal  of  emphasis  on  that  aspect.  Is  that  one  of  the  rea- 
sons for  the  backlog? 

Mr.  Shuman.  That  could  contribute  to  some  of  the  backlog;,  but 
mainly  it  is  another  reason  for  the  utilization— for  not  as  rapid  uti- 
lization of  our  funds  early  in  this  fiscal  year. 
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[At  the  request  of  Congressman  Mitchell,  the  following  additional 
information  was  submitted  for  inclusion  in  the  record  by  Mr. 
Shuman:] 

Response  Received  From  Mr.  Shuman 

There  were  201,061  loan  applications  on  hand  in  our  county  offices  as  of  Decem- 
ber 1981  for  all  types  of  assistance. 

Mr.  Mitchell.  Let  me  ask  another  question  along  the  same  line. 
You  are  properly  placing  an  emphasis  on  collecting  delinquent 
loans,  but  is  it  possible  that  the  emphasis  is  so  great  there,  that 
you  shift  personnel  and  priorities  there,  that  you  are  not  taking 
care  of  new  applications? 

In  your  testimony  you  refer  to  the  fact  that  you  monitor  delin- 
quent and  problem  accounts  on  a  daily  basis.  I  must  just  say  for 
the  record  I  conjured  up  an  image  of  somebody  going  out  every  day 
with  a  baseball  bat  and  knocking  on  somebody's  door  and  sajring, 
"Jim,  give  me  the  money." 

I  am  sure  you  do  not  do  that,  but  my  point  is  has  this  emphasis 
on  collecting  and  protecting  against  delinquent  loans  in  any  way 
diminished  your  capability  to  follow  through  on  applications? 

Mr.  Shuman.  No;  as  a  matter  of  fact,  our  backlog  of  applications 
has  diminished.  We  have  a  total  of  126,000  housing  applications  on 
hand.  One  year  ago  there  were  147,000.  It  is  now  down  to  126,260. 
Now,  that  is  not  much  of  an  improvement,  but  it  is  a  little. 

Mr.  Mitchell.  No,  it  is  not,  and  it  is  particularly  disturbing  to 
me  in  light  of  what  we  heard  from  Congressman  Watkins,  when 
there  is  such  a  crying  need  for  housing  in  rural  America. 

Mr.  Shuman.  It  is  better  than  300,000. 

Mr.  Mitchell.  Two  is  better  than  zero,  but  it  does  not  mean  very 
much. 

Mr.  Shuman.  That  is  right. 

If  I  might,  I  would  be  glad  to  describe  and  elaborate  a  little  more 
on  what  I  meant  by  our  daily  attention  to  delinquencies. 

Mr.  Mitchell.  Would  you  come  back  to  that?  We  operate  under 
the  5-minute  rule.  I  would  like  time  for  one  more  question. 

Chairman  Gonzalez.  If  the  gentleman  will  yield,  we  will  give 
you  credit  for  that;  but  I  think  it  is  important  also  to  bring  in  a 
point  here.  This  is  a  result  of  the  field  hearings  we  had. 

Is  it  not  a  fact  though,  Mr.  Shuman,  that  so  many  of  these  appli- 
cants have  fallen  out  of  seeking  FmHA  assistance  because  they 
were  told  there  was  no  use,  there  was  no  money? 

Mr.  Watkins.  True. 

Chairman  Gonzalez.  Is  that  not  right? 

Mr.  Shuman.  You  mean  our  backlog  of  applications? 

Chairman  GtONzalez.  Yes. 

Mr.  Shuman.  Our  backlog  of  applications  is  made  up  of  people 
who  come  in  to  a  county  office  and  apply.  We  have  a  certain 
amount  of  time  in  which  we  have  to  determine  whether  or  not  that 
applicant  is  eligible.  If  he  is  determined  eligible  by  the  Agency, 
then  that  application  is  put  on  file.  The  coimty  office  then  process- 
es these  applications  in  date  order.  There  could  be  instances  where 
a  particular  family  might  find  some  place  else  to  live,  or  no  longer 
want  to  buy  or  build  a  house  through  Farmers  Home  Administra- 
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tion  when  we  get  to  his  application  in  the  file.  So  we  do  have  some 
drop-off  like  that. 

Mr.  MrrcHELL.  That  must  be  small  in  terms  of  Congressman 
Watkins'  testimony. 

Mr.  Shuman.  No. 

Mr.  Watkins.  There  are  some  applicants  who  are  waiting  at 
least  a  year,  6  months  to  a  year.  Tiiey  finally  just  give  up  hope. 

Mr.  Shuman.  Let  me  respond  to  that.  We  would  not  know  wheth- 
er or  not  that  person  had  given  up  hope  until  we  got  to  his  applica- 
tion. 

Mr.  Watkins.  From  the  chairman's  information,  many  times  the 
Farmers  Home  office  does  not  use  any  initiative  to  check.  If  that 
person  does  not  get  back — sometimes  they  get  back  two  or  three 
times — I  think  we  all  know  that— and  they  have  not  been  proc- 
essed, and  finally  they  give  up. 

Chairman  Gonzalez.  We  nave  more  disturbing  testimony  than 
that.  We  have  testimony  where  people  were  sajdng  they  were  told 
there  was  no  use  in  applying,  there  was  no  money,  what  was  the 
use. 

Mr.  Mitchell,  sorry  for  the  interruption. 

Mr.  MrrcHELL.  That  is  all  right.  It  was  a  very  profitable  interrup- 
tion for  me. 

I  do  have  one  other  question.  I  am  sure  that  this  administration 
does  not  make  any  budget  cuts  in  programs,  or  anything  like  that, 
until  it  makes  a  thorough,  meticulous  assessment  of  the  impact  of 
that  cut.  I  am  convinced  this  administration  would  never  institute 
any  changes  in  eligibility  and  so  forth  unless  there  had  really  becm 
done  a  thorough  ongoing  longitudinal  statistical  study  to  suggest  a 
basis  for  the  change. 

Would  you  spell  out  for  me  what  the  statistical  basis  is  for  the 
new  levels  of  $15,000  to  $23,000  for  eligibility  levels  for  moderate- 
income  borrowers?  How  long  did  that  study  take  and  what  was  the 
basis  of  the  study? 

You  propose  to  change  the  rural  income  eligibility  levels  from 
$15,000  to  $23,000.  How  did  you  determine  that? 

Mr.  Shuman.  The  low-income  level  now  varies  aU  over  the 
United  States.  I  am  son^.  I  am  not  sure  I  understand  the  Question. 

Mr.  MrrcHELL.  I  am  just  trying  to  say  that  I  assume  tnat  any 
part  of  this  administration  does  not  make  any  substantive  change 
unless  there  is  a  thoroughgoing  analvsis  of  the  impact  of  that  siu>- 
stantive  change.  I  wanted  to  know  a  little  about  the  thoroughgoing 
analysis  that  you  made  to  propose  the  new  levels. 

Mr.  Shuman.  We  did  a  study  of  the  impact  of  what  the  numbers 
would  be,  what  the  impact  would  be  of  people,  of  the  numbers  of 
people  that  would  be  eligible  in  the  rural  areas  for  these  various 
mcome  levels. 

Mr.  MrrcHELL.  When  was  that  study  undertaken? 

Mr.  Shuman.  It  would  be  prior  to  the  publication  and  the  distri- 
bution of  those 

Mr.  MrrcHELL.  Was  it  undertaken  at  the  behest  of  the  Office  of 
Management  and  Budget? 

Mr.  Shuman.  No;  we  did  it  in-house. 

Mr.  MrrcHELL.  I  did  not  say  it  was  farmed  out  Was  it  done  at 
the  behest  of,  at  t      :  ,0MB'' 
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Mr.  Shuman.  We  would  have  consulted  with  them  with  any  in- 
formation, but  I  do  not  think  they  specifically  asked  us  to  do  the 
study. 

Mr.  Mitchell.  My  time  is  up,  Mr.  Chairman.  For  the  record  I 
would  request  a  thorough,  detailed  statement  on  the  study  that 
provided  the  statistical  basis  for  establishing  these  new  levels,  and 
I  would  request  that  that  be  submitted  to  all  members  of  the  com- 
mittee. 

Mr.  Shuman.  We  will  provide  that  to  the  subcommittee. 

[At  the  request  of  Congressman  Mitchell,  the  following  study  was 
submitted  for  inclusion  in  the  record  by  Mr.  Shuman:] 
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PRELIMIIURT  REGUUTORT  IMPACT  ANALTSIS 


1.        Title 


Moderate-incoK  lliiits  for  Faraers  Hone  Ackiinistratlon  (FWIA)  Rural 
Housing  prograns. 

2.        Statements  of  Weed  for  and  Conaequenc?es  of  this  Proposal 
a.      Need  for  Action 


Title  V  of  the  Housing  Act  of  ^9'^,  as 

provides  that  our  nral  bousing  prograca  serve  lo*#- 
and  uKKJer ate- income  farailie*.     The  law  defines  rfnat  low 
income  is  but  directs  the  Secretary  to  define  looderate- 
income.     Althcn^gh  funds  are  not  directly  appropriated 
for  moderate- Income  loans    the  approprlaMon  language 
does  dir^t  the  agency  to  use  a  certain  percent  of  fiAds 
for  low  Irwome  loans      Thla  direction  indicates  that 
funds  TK3t  specified  for  low-inccme  loans  are  available 
to  serve  moderate-irjcome  fan  I  lies      The  lau  also 
permits  the  agency  to  grant  racxje rate-income  borrowers 
a  subsidy  on  their  loan.  This  option  has  been  utipl eaten t^  by 
providing  subsld  zed  rental  \^lts  for  moderate- income 
families  and  in  servicing  moderate- Income  families  with 
homeowner  ship  loans  if  they  were  low  inooroe  at  the  tine  of 
loan  approval.     Hod erate- income  applicants  for  homeownerahlp 
loans  are  not  eligible  for  a  subsidy  on  their  initial  loans. 

Ihe  main  purpose  of  the  moderate-inoome  program  is  to 
provide  service  to  families  that  have  sufncient  resources 
to  repay  a  loan  without  a  direct  subsidy  but  canrK^t  obtain 
credit  from  other  sources.    Mormally  this  group  lacks  a 
sufficient  downpayment  or  do  not  have  repayment  ability 
because  of  shorter  conventional  terms.     Generally^ 
applicants  with  less  than  a    0  percent  down  payment  mn6  a 
yearly    ncome  that  Is  less  than  three  times  the  yearly 
cost  of  principal f  interest,  taxes  and  insurance  have  had 
extreme  difficulty  In  qualifying  for  conventional  credit. 
Therefore,  a  typical  ftetlly  **ould  need  m  Income  of  about 
$19,000    to  qualify  for  a  loan  to  p^grehase  a  modest  tiome  of 
$40,000.  This  varies  somewhat  by  region  of  the  country  be- 
cause of  the  variance  in  taves,  insurance  and  housing  cost* 
The  extremes  ar  ^:  probably  a  low  of  $l3r50O  tn  Alib«a 
to  a  high  of    $2  ,1     '  i^  Massachusetts.     The  above 
is  typical  and  does  vary  significantly  between  lenders  or 
between  regions  of  the  coiaitry. 
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The  objective,  therefore,  is  to  define  a  moderate-income 
limit  above  low  income  but  below  those  who  can  normally 
be  expected  to  obtain  credit  from  other  sources. 

b.   Consequences  of  the  Action 

The  appropriated  level  for  the  rural  housing  moderate- 
income  program  is  about  ^30  million  dollars.  This  level 
of  funding  can  provide  about  12,000  loans  per  year. 
Therefore,  it  is  critical  that  the  moderate-income  limit 
be  set  so  that  it  is  limited  to  those  least  likely  to 
be  able  to  meet  their  housing  need  from  other  credit  or 
their  own  resources.  Generally,  the  lower  a  family's 
income  the  fewer  options  the  family  has  to  meet  its 
housing  need.  A  higher  income  limit  would  permit  more 
households  to  compete  for  the  limited  amount  of  resources 
and  thus  reduce  the  opportunity  of  those  in  most  need. 

This  action  could  affect  low-income  borrowers  whose  incomes 
have  increased  to  the  moderate-income  level.  When  the 
revised  moderate  income  is  less  than  $15 t 600  (the  previous 
moderate-income  limit),  those  families  with  income  between 
the  moderate  income  limit  and  15,600  will  no  longer  be 
eligible  for  a  subsidy  because  they  will  be  classified 
as  above-moderate  income  borrowers.  This  would  have  a 
significant  impact  on  borrowers  in  about  15  percent  of  the 
country . 

3.    An  Examination  of  Alternative  Approaches 

a.  Establish  the  moderate  income  limit  at  a  constant  $5,500  above 
the  low-income  limit. 

b.  Establish  the  moderate  income  limit  at  a  constant  $3,000  above 
the  low  income  limit. 

Title  V, Section  517(a)(1)  of  the  Housing  Act  gives  the  Secretary  full 
authority  to  define  a  moderate- income  level  for  the  Agency's  rural  housing 
program. 

**.    Analysis  of  benefits  and  costs. 

The  benefit  is  to  the  income  groups  that  may  qualify  for  a  loan  or  rental  unit 
through  the  rural  housing  program.  Each  option  identifies  a  group  of 
households  with  income  over  the  low-income  limit.  The  difference  is  in  the 
size  of  the  group  each  option  identifies.  Option  (a)  includes  a  larger 
group  than  Option  (b)  as  illustrated  by  the  following  table. 
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ESTIMATED  NUHBER  OF  RURAL  HOUSEHOLDS 

BELOW  THE  LOW-IITCOME  LIMIT  BY  CEKSUS  RBGIOHS  AND 

RURAL  HOUSEHOLDS  WITH  INCOME  OVER  THE  LOW-IMCOME 

BUT  LESS  THAN  THE  MCXJERATE-INCGNE  LIMIT 


LqW-THCOHE  LMT 


HDBERATC-moag  LIWT 
Option  b   Option  a 
Low  ♦3,000   5,500 
NUMBER     NUMBER 


CENSUS 
REGIONS 

LIMIT 

NUMBER 

South 

13,000 

3,379,679 

Northeast 

16.500 

1.255,688 

North  Central 

16.500 

2,027,398 

West 

16,500 

966.578 

U.S. 

15.000 

7,629,3^3 

783, 69M 

1,371,464 

342,418 

570,719 

552,926 

921,544 

263.612 

439,354 

1,942,650 

3,303,081 

Household  estimates:  Source  1979  Annual  Housing  Survey  of  nurt>er  of  rural 
occupied  units  in  places  of  2,500  or  less. 

The  percentage  of  rural  population  below  the  incoae  lliit  was  determined  by  uae 
of  the  1981  decile  distribution  of  incomes. 

Nationwide  Option  "a"  would  include  1,360.431  more  households  than  Option  "b" 
or  about  70  percent  more  households.  It  is,  therefore,  estimated  that  70 
percent  more  households  would  be  classified  as  moderate  incase  under  Option 
"a"  than  under  Option  **b** .  Currently  the  funding  level  for  the  502  RH  moderate- 
income  program  is  130  million  dollars.  This  level  of  funding  is  adequate  for 
about  12,000  loans.  Therefore,  either  level  should  provide  an  adequate  maber 
of  households  to  utilize  available  funds.  Option  "b**  would  restrict  the  use  of 
those  funds  to  an  income  group  less  likely  to  obtain  other  financing.  An 
additional  benefit  may  be  a  smaller  backlog  of  applications  in  the  comty 
offices. 

Currently,  there  are  about  250,000  rural  rental  units  available  to  serve  low- 
and  moderate-income  households.  The  above  table  indicated  that  Option  "a" 
provides  for  15  percent  more  eligible  tenants  than  Option  "b".  Since  ctjrrent 
levels  of  occupancy  indicate  no  lack  of  eligible  tenants,  than  an  option  that 
reduces  the  nunber  of  eligible  tenants  will  best  provide  assistance  to  the 
"truly  needy".  The  following  chart  illustrates  the  distribution  of  moderate- 
income  limits  according  to  the  different  options. 
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NUMBER  AND  PERCENT  OF  MODERATE-INCOME  AREAS  WITHIN  INCOME  GROUPS 


Income  Group 

$1i*,000  to  $14,999 
$15,000  to  $15,999 
$16,000  to  $16,999 
$17,000  to  $17,999 
$18,000  tp  $18,999 
$19,000  to  $19,999 
$20,000  to  $21,000 
$21,001  to  $22,000 
$22,001  to  $23,000 
$23,001  to  $21,000 
$21,001  to  $25,000 
Over  $25,000 


Option  a 

Option 

b 

$5,500 

over  low-income 

$3,000  over  low-income 

Number 

% 

Number 

% 

(low  income) 

61 

12.3 

(low 

income) 

35 

7.1 

61 

12.3 

81 

17.0 

35 

7.1 

67 

13.6 

81 

17.0 

91 

18.1 

67 

13.6 

11 

8.9 

91 

18.1 

112 

22.7 

11 

8.9 

0 

0 

112 

22.7 

0 

0 

0 

0 

1 

0 

0 

0 

0 

0 

3 

0 

3 

0 

Option  b  would  establish  a  moderate- income  limit  below  the  previous 
$15,600  in  about  15  percent  of  the  income  areas  in  the  country.  This  may  cause 
some  previosly  low-income  borrowers  in  these  areas  to  loss  their  home  and 
cause  an  inability  for  moderate-income  program  to  function  in  these  areas. 
Past  performance  (1980)  indicates  that  applicants  with  incomes  under  $15,600 
have  difficulty  in  qualifying  for  housing  loans  qr  rental  units  with  an 
interest  rate  of  13-25  percent  and  housing  cost  of  $35,000.  Under  Option  "b" 
most  applicants  for  homeowner  ship  loans  will  need  to  be  able  to  pay  30  percent 
or  more  of  income  for  PITI  in  order  to  qualify.  Option  "a"  would  provide  for 
applicants  that  could  qualify  and  only  commit  25  percent  or  less  of  income  for 
PITI. 

Gene'-ally  the  loan  approval  rate  to  applicants  required  to  pay  30  percent  of 
income  for  housing  is  about  50  percent  less  than  at  a  25  percent  of  income  for 
PITI.  (See  Exhibit  A  for  comparison  of  affordability  to  income  in  the  various 
states  and  percent  of  income  required  for  PITI). 

The  following  chart  illustrates  the  nunber  of  households  occupying  substandard 
housing  in  rural  areas  by  income  group  of  low,  moderate  and  above-moderate 

income. 


NUMBER  OF  RURAL  RESIDENTS  OCCUPYING  SUBSTANDARD  UNITS  BY  INCOME  GROUP 


Income  Limit- 


Income  Group 

0  to  $11,500 
11,501  to  11,000 
11,001  to  16,000 
16,001  to  18,000 
18,001  to  20,000 
20,001  to  22,000 
22.001  to  21,000 


Option  a 
Substandard  Units 
-Low     Moderate 
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1,281,816 
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0 

0 
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0 
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Option  b 
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0 
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25,119 
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Above 


0 

0 
16,933 
30,825 
19,718 
52,565 
68,889 
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If  loan  applicants  by  income  group  are  approved  in  similar  percentages 
of  distribution  then  Option  b  increases  the  chances  of  the  most  needy 
obtaining  a  loan  from  3  percent  to  12  percent.  If  the  goal  is  to  allocate 
limited  resources  to  the  roost  needy,  then  Option  b  best  accomplishes  this  goal. 
There  is  no  difference  in  cost  for  the  single  family  homeownership  program 
between  the  options  because  appropriation  levels  are  not  affected.  Some 
difference  in  cost  would  exist  in  the  rental  program  between  the  options  but 
it  would  be  insignificant. 

5.  Recommended  Option 

Option  "b**  is  recommended  by  the  agency  because  this  option  best  allocates 
limited  resources  to  applicants  least  likely  to  obtain  housing  from  other 
sources.  Although  Option  "b"  provides  very  limited  assistance  in  about  61 
of  the  income  areas,  it  otherwise  best  serves  the  agency  goal.  To  conpensate 
for  this,  it  is  recomnended  that  no  area  have  a  moderate  income  below 
$15>600.  Therefore,  a  preferred  option  is  that  the  maximum  moderate-incooe 
limit  be  established  at  $3,000  above  the  maximum  low-income  limit  with  no  area 
moderate-income  limit  to  be  less  than  $15>600,  or  greater  than  $23,000  with 
the  exception  of  Alaska. 

6.  Statutory  Authority 

Housing  Act  of  19^9,  Title  V,  Section  517  (a)(1). 
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TORDABIU' 

n  IM  VARIOUS  STATES 

AT  LOU-INCOC      $3000  OVER 

$5000  OVER 

MOSI 
$2952 
33.81 

$4051 
$4541 
27.01 

$4051 
$5792 
22.51 

$5669 
$4626 
35.« 

$5669 
$6045 
29.8t 

$5669 
$6892 
26.9% 

$4984 
$3201 
41 .5S 

$4984 
$4765 
33.3 

$4984 
$6022 
27.7% 

$6126 
$5030 
34.01 

$6126 
$6126 
29.3 

$6126 
$7126 
26.6% 

$5977 
$5423 
33.21 

$5977 
$6559 
28.5f 

$5977 
$7163 
25.9% 

$6634 
$5020 
36.8t 

$6634 
$6830 
31.6% 

$6634 
$7830 
28.8% 

$4633 
$2821 
38.6f 

$4633 
$4406 

30.8% 

$4633 
$5601 
25.8% 

$6556 
$4620 
40.fl 

$5700 
34.51 

$6556 
$6826 
31 .« 

$6591 
$4791 
36.6% 

$6591 
$6120 
31.41 

$6591 
$7010 
28.6% 

ALABAMA 

PITI  at  13.25%  int. 
Ineoae  availitle  for  mi 
%  of  "B"  inoGBe  for  Fill 

ARIZONA 

PITI  at  13.25%  int. 
Incoae  available  for  PITI 
%  of  "B"  incone  for  PITI 

ARKANSAS 

PHI  «t  13.25%  lot. 
Income  available  for  PITI 
%  of  "B"  inooBK  for  PITI 

CALIFORNIA 
pni  at  13.25%  int. 
Incooie  available  for  PITI 
%  of  "B"  income  for  PITI 

ILLINOIS 

PITI  at  13.25%  int. 
Income  available  for  PITI 
%  of  "B"  income  for  PITI 

CONNECTICUT 
PITI  at  13.25%  int. 
Income  available  for  PITI 
%  of  "B"  income  for  PITI 

MISSISSIPPI 
PITI  at  13.25%  int. 
Income  available  for  PITI 
%  of  ^*Vr  income  for  PITI 

MAINE 

PITI  at  13.25%  Int. 
Income  available  for  PITI 
%  of  <V  iMoomt  fbr  FIT! 

WISCONSIN 
PITI  at  13.25  int. 
Income  available  for  PITI 
%  of  "B"  income  for  PITI 

rm  is  the  anniua  amount  of  principil,  interest,  taxes  and  insuranoe  due  with 
the  loan  «aDrtized  at  13*25%  for  33  years. 

Income  available  for  Pm  is  the  amount  of  inoome  a  typical  fmidly  of  4  has 
lea  after  paying  all  other  livii«  expenses  inoluding  taxes. 

%  of  "B**  inoome  for  PITI  is  the  adjusted  fmdly  inoome  divided  into  PITI  oost. 
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Chairman  Gonzalez.  Mr.  Hubbard. 

Mr.  Hubbard.  Thank  you,  Mr.  Chairman. 

Mr.  Shuman,  we  welcome  you  to  our  subcommittee  and  appreci- 
ate your  appearance  and  your  testimony. 

I  would  like  to  compliment  and  congratulate  the  State  director 
for  the  Farmers  Home  Administration.  Kendall  Seaton  is  an  excel- 
lent choice. 

Mr.  Shuman.  I  talked  to  Mr.  Seaton  a  few  minutes  ago  about  a 
problem,  and  I  agree  with  you,  sir. 

Mr.  Hubbard.  I  have  not  talked  to  him  about  my  comment.  I 
assure  you  he  has  been  very  helpful  and  cooperative  ever  since  he 
has  been  in  ofdce  for  about  1  year,  and  I  would  be  remiss  if  I  did 
not  compliment  the  excellent  work  he  does. 

I  have  these  two  questions — as  you  know,  the  President's  Hous- 
ing Commission  has  made  some  recommendations  r^arding  tiie 
Farmers  Home  Administration.  One  suggestion  is  that  the  amount 
of  funds  used  for  interest  credit  in  the  rural  housing  insurance 
fund  be  used  to  provide  the  States  with  block  grants  for  housing 
assistance  and  that  the  Farmers  Home  Administration  would  make 
only  market  rate  loans. 

Mr.  Shuman,  do  you  have  an  opinion  on  this?  Can  you  explain  to 
me  how  this  would  insure  continued  assistance  to  the  low-  and 
moderate-income  people  when  we  separate  the  financing  of  loans 
from  the  interest  subsidies? 

Mr.  Shuman.  Congressman,  I  must  apologize  for  not  having  had 
an  opportunity  yet  to  completely  review  those  proposals.  I  have 
been  at  hearings  Tuesday,  Wednesday,  and  all  day  today  and  I 
have  not  had  an  opportunity  to  examine  those  proposals,  so  I 
cannot  comment.  I  would  provide  a  response  for  the  record. 

Mr.  Hubbard.  Thank  you  for  providing  the  answer  for  the  record 
later,  as  soon  as  possible. 

[At  the  request  of  Congressman  Hubbard,  the  following  addition- 
al information  was  submitted  for  inclusion  in  the  record  by  Mr. 
Shuman:] 

Response  Received  From  Mr.  Shuman 

It  may  be  possible  with  block  grants  that  many  loans  currently  made  by  FmHA 
could  and  would  be  made  by  private  lenders,  if  the  interest  subsidy  currently  availa- 
ble on  FmHA  loans  were  available  on  loans  they  originate.  Because  subeulies  can 
onlv  be  obtained  with  FmHA  loans,  there  is  no  incentive  for  eligible  borrowen  to 
seek  private  fmancing. 

Also,  block  grants  administered  by  local  people  mav  better  be  able  to  focus  on  the 
local  housing  needs  of  the  area,  whether  it  be  rehabilitation,  rental  or  new  single 
family  dwelling.  Therefore,  the  block  grant  program  may  encourage  private  enter- 
prise and  also  mvolving  more  local  people  in  the  decision  process. 

A  concern  is  the  question  of  how  interest  subsidies  and  loans  will  be  matched 
when  the  two  are  controlled  by  different  entities.  This  needs  further  studv  and  until 
the  study  is  completed,  we  are  not  able  to  take  a  position  on  the  use  of  block  grants 
versus  the  current  program. 

Mr.  Hubbard.  One  more  question.  Can  you  tell  us  when  the 
Farmers  Home  Administration  will  be  submitting  its  authorization 
request  for  fiscal  year  1983? 

Mr.  Shuman.  It  was  sent  to  the  Congress  on  March  12. 

Mr.  Hubbard.  Thank  you,  Mr.  Chairman.  I  yield  back  the  bal- 
ance of  my  time. 

Chairman  Gonzalez.  Thank  you,  Mr.  Hubbard. 
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Mr.  Lundine. 

Mr.  Lundine.  I  was  hoping  the  gentleman  from  Kentucky  would 
yield  me  the  time  because  I  have  a  few  questions. 

Mr.  Hubbard.  I  would  be  happy  to  do  that. 

Mr.  Lundine.  I  was  kidding. 

I  first  have  to  observe  that  your  written  statement  today  is  really 
extraordinary  for  these  kind  of  hearings  in  that  it  talks  more  about 
and  the  discussion  here  has  been  more  about  what  the  situation  is 
in  Farmers  Home  regarding  programs  that  have  been  authorized  in 
the  past  as  opposed  to  what  the  course  of  policy  ought  to  be  for  the 
future. 

Now,  in  trying  to  look  toward  the  future  you  make  the  statement 
and  emphasize  it  several  times  over  that  you  are  going  to  direct 
your  resources  to  those  persons  most  in  need  who  live  in  truly 
rural  areas.  I  am  interested,  if  you  are  really  concerned  about  the 
truly  needy  in  the  truly  rural  areas,  how  you  can  justify,  for  exam- 
ple, the  proposal  in  those  authorization  requests  to  completely 
eliminate  self-help  housing  programs. 

Mr.  Shuman.  We  feel  that  our  502  program  has  been  and  will  be 
able  to  provide  assistance  to  those  who  have  in  the  past  been  utiliz- 
ing the  self-help  housing  program  and  would  be  looking  to  the  502 
program  to  work  in  that  area. 

Mr.  Lundine.  I  think  that  is  arguable,  but  to  go  on,  you  also  pro- 
pose to  eliminate  all  new  rental  assistance  that  make  rental  hous- 
ing affordable  for  the  poor. 

Now,  it  is  hard  for  me  to  understand  how  that  squares  with  your 
statement  that  you  really  want  to  concentrate  on  the  most  needy. 

Mr.  Shuman.  We  do  have  in  our  budget  for  1983  a  request  for 
additional  funds  for  construction  of  rental  housing.  We  do  not  an- 
ticipate, though,  utilizing  our  rental  assistance  program  in  connec- 
tion with  new  construction. 

Mr.  Lundine.  That  is  the  whole  point.  So  you  are  going  to  con- 
struct 515  housing,  but  no  poor  people  are  going  to  be  able  to  get  in 
there  without  that  assistance,  right? 

Mr.  Shuman.  We  feel  that  the  regular  515  program  utilizing  our 
interest  credit  authorities,  which  can  bring  the  interest  rate  down 
to  1  percent,  will  make  available  rental  rates  in  smaller  rural  com- 
munities where  we  find  construction  costs  not  as  high  as  in  some 
larger  communities  to  a  level  that  will  be  affordable  by  low-income 
rural  people. 

Mr.  Lundine.  Well,  with  respect  to  that  high  cost  of  housing  con- 
struction, I  think  it  is  a  tenuous  argument  at  best  that  it  has  only 
to  do  with  how  large  the  community  is.  Last  year  in  New  York,  for 
example,  which  tends  to  be  a  fairly  high-cost  rural  housing  area 
partly  because  of  climate,  funding  for  more  than  180  units  had  to 
be  returned  because  they  could  not  be  constructed. 

The  delay  in  obligating  rental  assistance  this  year — less  than  14 
pecent  had  been  obligated  by  the  end  of  February — could  force 
New  York  to  return  most  of  the  $25  million  that  has  been  allocated 
for  the  section  515  program. 

My  question  is,  is  any  effort  being  made  to  speed  up  the  obliga- 
tion of  rental  assistance  so  that  the  515  program  can  actually  be 
constructed  this  year? 
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Mr.  Shuman.  Early  in  fiscal  1982  in  an  effort  to  make  sure  that 
our  rental  assistance  program  funds  would  move  to  those — would 
be  utilized  for  expiring  contracts  and  for  so-called  patchout,  there 
were  some  restrictions  in  that  regard. 

For  new  construction,  however,  we  are  now  moving  forward  and 
utilizing  those  remaining  funds  for  new  projects.  It  has  speeded  up 
dramatically  in  recent  weeks. 

Mr.  LuNDiNE.  Mr.  Shuman,  I  am  disturbed  by  what  appears  to  be 
a  deliberate  effort 

Mr.  Shuman.  Mr.  Chairman,  I  may  have  gotten  the  wrong  infor- 
mation here. 

[Pause.] 

Mr.  Shuman.  Mr.  Elwell  informs  me  we  are  still  doing  the  pat- 
chout but  we  do  anticipate  later  on  some  funds  being  utilized  for 
new  construction.  I  am  sorry  for  that. 

Mr.  LuNDiNE.  I  am  disturbed  by  what  appears  to  be  a  deliberate 
effort  by  the  Farmers  Home  Administration  to  hold  back  housing 
funds  at  a  time  when  housing  assistance  is  desperately  needed. 

At  the  beginning  of  this  month,  5  months  into  the  fisc€d  year, 
your  agency  had  obligated  less  than  17  percent  of  its  total  program 
funding.  For  the  section  515  program,  3.3  percent  of  the  funds  have 
been  obligated;  23  percent  of  section  502  subsidized  loans,  and  less 
than  15  percent  of  the  section  504  repair  loans  had  been  committed 
after  5  months,  almost  half  of  the  year. 

How  do  you  explain  these  low  application  rates  as  anything 
other  than  a  purposeful  slowdown  in  the  agency's  operations? 

Mr.  Shuman.  Mr.  Congressman,  the  FmHA  at  the  beginning  of 
this  fiscal  year  specifically  directed  each  of  its  State  directors  to 
make  sure  that  credit  for  farming  purposes  was  made  available 
early  this  spring.  Many  State  directors  transferred  people  from  one 
part  of  the  State  to  the  other  to  make  sure  the  farmers  receive 
their  operating  credit  in  a  timely  manner  to  get  their  crops  in  in 
1982. 

That  effort  is  now  nearly  complete.  We  anticipate  that  the  obli- 
gation rate  will  increase  dramatically  as  that  effort  to  provide 
credit  for  farming  purposes  is  completed. 

Mr.  LuNDiNE.  Just  to  give  you  the  experience  of  one  rural  area,  I 
have  been  informed  that  the  farm  credit  has  not  been  very  speedy. 
Yet,  in  your  staff  changes  you  mentioned — and  I  understand  that 
you  have  to  have  staff  cutbacks — all  are  at  service  delivery  levels. 
In  our  area  right  now,  if  you  had  an  acceptable  502  loan,  the  wait- 
ing period  is  more  than  6  months.  Not  a  single  person  is  cut  back 
at  the  State  office,  but  everyone  is  cut  back  there  at  the  service  or 
action  point. 

I  wonder  if  you  think  that  is  really  consistent  with  the  objective, 
regardless  of  the  tradeoff.  And  I  understand  you  have  a  variety  of 
functions,  but  I  wonder  if  that  is  consistent  with  this  effort  to  move 
things  along,  whether  it  be  in  terms  of  either  agricultural  loans  or 
housing. 

Mr.  Shuman.  We  have  recently  given  direction  to  State  directors 
as  to  how  many  people  they  can  have  in  their  State  staff.  We  have 
made  some  reductions  in  what  we  can  utilize  in  the  National  Office 
in  an  effort  to  make  sure  that  we  have  a  flowdown  of  positions 
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from  the  National  Office  to  the  State  offices,  on  down  through  to 
the  county  offices. 

I  am  not  sure  about  the  details  of  what  type  of  effect  that  pro- 
gram or  proposal  has  had  on  the  State  of  New  York.  I  do  know, 
though,  that  the  State  of  New  York  has  been  utilizing  a  lot  of  tem- 
porary employees,  has  been  utilizing  a  lot  of  CETA  funded  employ- 
ees, more  than  has  been  the  situation  as  far  as  averages  are  con- 
cerned across  the  United  States.  And  expiration  of  funds  in  those 
authorities  may  have  had  more  of  an  impact  on  New  York  than  it 
had  across  the  country. 

Mr.  LuNDiNE.  I  do  not  mean  to  get  into  too  much  detail  about  it. 
You  are  right;  manv  of  those  people — not  CETA,  they  are  part 
time — but  they  are  the  persons  that  have  been  moving  the  loans  in 
the  past. 

Mr.  Shuman.  We  are  trying  to  find  ways  to  stop  utilizing— where 
we  were  doing  so  improperly — the  temporary  employee  authority 
we  have,  and  shift  that  employment  over  so  that  we  have  perma- 
nent employees  working  there. 

Mr.  LuNDiNE.  I  sincerely  hope  that  you  will  try  to  operate  as 
lean  an  overhead  and  administrative  burden,  and  as  strong  a  serv- 
ice and  action  delivery  level  as  you  possibly  can. 

I  want  to  ask  one  other  question.  We  are  all  concerned  about  the 
cost  of  housing.  Some  of  the  515  programs,  projects  have  not 
been — as  I  have  alluded  to  before,  have  not  been  able  to  be  con- 
structed because  of  a  lack  of  rental  assistance.  Given  the  large 
number  of  old  houses  in  many  small  rural  communities,  it  seems  to 
me  that  515  funds  could  be  used  to  rehabilitate  old  structures  into 
rental  units  and  initiate  a  cost  savings  and  bring  these  units 
within  the  range  of  eligible  tenants.  That  is  one  concern  I  have. 

I  am  told,  though,  that  rehabilitation  will  have  to  conform  to 
new  construction  standards,  both  inside  and  outside  a  house,  and 
that  makes  rehabilitation  virtually  impossible  under  the  program. 
Now,  I  do  not  think  I  have  to  explain  that  I  do  not  want  to  see  you 
build  substandard  units.  We  have  enough  of  them  in  rural  America 
as  it  is.  But  could  you  not  allow  for  a  little  flexibility  in  this 
regard? 

Mr.  Shuman.  Our  effort  in  a  515  program  is  to  make  sure  that 
we  have  good  rental  housing  available  in  those  areas.  We  have 
found  in  the  FmHA  program  that  we  can  do  that  job  better 
through  the  use  of  new  construction.  We  do  finance  rehabilitation 
work  with  our  502  program,  and  have  gone  that  way  many  times 
very  successfully  with  the  502  program. 

Mr.  LuNDiNE.  Why  do  you  feel  it  is  less  expensive  to  build  a  new 
house  than  to  rehabilitate  an  old  one?  Why  do  you  apply  the  same 
standard?  I  mean  quite  obviously,  an  old  house — and  many  of  these 
are  hilarious  because  of  a  lot  of  physical  features— has  difficulty 
meeting  the  same  standards  as  a  new  one. 

Mr.  Shuman.  We  would  not  insist  on  exactly  the  same  standards 
between  an  old  house  and  new  construction.  We  do  ask,  though, 
that  if  the  old  structure  can  be  brought  up  to  conditions  as  far  as 
energy  is  concerned,  then  we  will  provide  funds  for  that  effort.  But 
obviously,  it  is  impossible  to  bring  old  housing  completely  in  line 
with  new  construction. 
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We  must  meet  the  intent  of  the  construction  standards  that  we 
operate  under,  and  that  is  the  way  we  hope  we  can  continue  with 
the  program. 

Mr.  LuNDiNE.  Well,  I  am  encouraged.  In  other  words,  inspite  of 
what  you  said  before,  you  would  accept  a  section  515  proposal  for 
rehabilitation,  and  you  might  be  able  to  be  flexible  on  the  standi 
ards? 

Mr.  Shuman.  Absolutely.  We  would  accept  an  application  along 
those  lines.  However,  as  I  said  earlier,  we  find  more  problems  with 
that  than  we  do  with  working  with  the  single-family  house  that  we 
rehabilitate. 

Mr.  LuNDiNE.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you.  Mr.  Vento? 

Mr.  Vento.  Thank  you,  Mr.  Chairman.  Mr.  Shuman,  you  pointed 
out  this  problem  with  delinquency  here  about  30  percent.  It  seems 
rather  high.  Is  that  due  to  the  economy  or  is  that  due  to  just  bad 
credit  risks?  What  is  the  reason  for  that? 

Mr.  Shuman.  I  hate  to  point  Angers  and  try  to  identify  exactly 
what  the  problem  is;  but  as  I  alluded  to  earlier,  we  have  got  aU 
kinds  of  reasons. 

Mr.  Vento.  I  think  we  have  to  understand  the  problem  if  we  are 
going  to  solve  it,  so  I  think  a  good  analysis  of  the  problem  had  best 
be  made. 

Mr.  Shuman.  We  do  that  on  an  individual  case  basis.  That  is  the 
intent  of  our  immediate  foUowup  with  the  delinquent  accounts,  to 
fmd  out  what  is  causing  the  delinquency  in  that  specific  instance. 
It  may  be  because,  as  I  said  in  my  testimony,  just  a  failure  to  pay. 
It  may  be  because  of  an  income  problem.  It  may  be  because  of  lots 
of  other  situations. 

Mr.  Vento.  Well,  OK,  let  us  say  we  have  a  problem,  we  do  not 
know  why  it  is  there. 

Mr.  Shuman.  Sir,  we  know  why  it  is  there  in  each  individual  sit- 
uation. 

Mr.  Vento.  No,  no.  OK,  there  is  no  general  reason  that  you  are 
going  to  give  us  for  this.  Some  of  us  might  say  it  is  Reaganomics, 
but  apparently,  it  is  something  that  — is  it  something  that  has  been 
there  for  a  while?  Are  these  mostly  old  or  are  they  of  recent  vin- 
tage? 

Mr.  Shuman.  The  number  of  delinquent  accounts  drops  with — in 
our  aging  program,  as  the  chairman  read  to  us  a  while  ago,  or 
asked  me  a  question  a  while  ago,  about  our  delinquency  account 
aging  statistics.  The  highest  percentage  of  the  delinquencies  are 
those  that  are  only  behind  one  payment.  The  lowest  percentage  are 
those  that  are  behind  more  payments. 

Mr.  Vento.  So  it  is  not  a  serious  problem? 

Mr.  Shuman.  No,  it  is  a  serious  problem  and  one  we  are  paying 
attention  to  and  one  we  are  trying  to  find  solutions  to  on  an  indi- 
vidual case  basis. 

Mr.  Vento.  You  offered  a  number  of  alternatives,  and  I  will  get 
to  what  I  am  driving  at.  You  offer  a  couple — granting  moratoriums 
on  loan  payments  for  conditions  due  to  unemployment,  illness, 
whatever  the  support  prices  are,  I  guess,  for  grain.  The  thing  is, 
though,  one  of  them  is  eligible  for  interest  credit  assistance. 
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Now  have  you  sought,  because  you  have  this  great  number  of 
these — have  you  sought  more  money  from  Congress  for  that  partic- 
ular program  this  year?  You  have  some  of  the  servicing  alterna- 
tives which  are  paid  for.  One  would  be  interest  credit  assistance. 
Have  you  sought  more  money  to  help  meet  that  particular  need? 
You  are  identifying  a  need  here.  Have  you  sought  extra  dollars  for 
this  or  not? 

Mr.  Shuman.  If  the  loan  was  authorized  in  prior  years — and  that 
is  what  we  are  talking  about  here 

Mr.  Vento.  Yes,  OK,  fine. 

Mr.  Shuman.  Then  the  Agency  has  authority  to  grant  interest 
credit  out  of  the  revolving  fund  without  additional  authorization 
from  Congress,  and  that  is  what  we  do. 

Mr.  Vento.  How  does  that  affect  the  revolving  fund? 

Mr.  Shuman.  It  affects  the  revolving  fund  in  that  more  moneys 
are  used  out  of  the  revolving  fund  for  that  purpose.  Then  later, 
when  we  come  to  Congress  for  a  request  for  losses  or  to  refund  that 
or  put  money  back  into  that  revolving  fund,  then  that  additional 
interest  credit  is  reflected  in  that  request. 

Mr.  Vento.  Well,  have  you  made  that  request  this  year?  Is  that 
reflected  in  what  you  are  seeking  from  Congress  this  vear? 

Mr.  Shuman.  Yes,  the  request  that  we  will  be  asking  Congress 
for  in  1983,  reflects  the  usage,  the  losses  in  the  fund  in  fisc€d  year 
1981. 

Mr.  Vento.  Can  you  give  me  some  idea,  Mr.  Shuman,  of  the  mag- 
nitude of  those  particular  requests  this  year  as  compared  to  recent 
years  when  we  did  not  have  those  problems? 

Mr.  Shuman.  Mr.  Anderson  is  turning  to  those  figures. 

Mr.  Vento.  If  you  can  submit  those  for  the  record,  unless  you 
have  them  there  right  now — are  you  ready  to  give  them?  That  is 
fine. 

Mr.  Shuman.  We  have  them  right  here. 

Mr.  Vento.  Fine. 

Mr.  Shuman.  1981,  $504  million;  1982,  $575  million;  1983,  the  es- 
timate for  1983  is  $1,109  million. 

Mr.  Vento.  Does  that  include  the  payments  on  rental  assistance? 

Mr.  Shuman.  Yes,  sir. 

Mr.  Vento.  It  is  not  just  the  home  delinquency  we  are  talking 
about.  That  includes  rental  assistance  payments.  We  would  like  to 
isolate  this  out  so  we  could  actually  see  the  effect  of  the  actual 
losses  that  you  are  sustaining  in  this  particular  program. 

Mr.  Shuman.  Mr.  Anderson  may  have  those  numbers  here,  too. 
If  not,  I  will  submit  them  for  the  record. 

Mr.  Vento.  Well,  if  that  is  what  you  wismt  to  do. 

[At  the  request  of  Congressman  Vento,  the  following  additional 
information  was  submitted  for  inclusion  in  the  record  by  Mr. 
Shuman:] 

Response  Received  From  Mr.  Shubcan 

The  following  is  our  estimate  of  losses  to  the  Revolving  Fund  for  fiscal  year  1982 
because  of: 

The  granting  of  interest  credit $694,000,000 

Delinquency $185,000,000 

Moratoriums $1,200,000 
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The  interest  credit  amount  represents  all  u  rrowers  on  interest  credit  including 
those  granted  interest  credit  because  of  servicing  actions. 

Mr.  Vento.  Let  me  ask  you  this,  Mr.  Shuman.  Does  these  re- 
quests, then,  adversely  affect  the  ability  of  that  revolving  fund  for 
the  purpose  of  being  able  to  get  new  starts  and  additional  rental 
assistance?  Do  they  affect  that  when  you  use  the  money  in  this 
particular  manner? 

Mr.  Shuman.  No;  they  do  not. 

Mr.  Vento.  They  do  not  affect  the  individuals  that  you  are  able 
to  serve?  The  number  of  individuals  that  you  were  able  to  serve?  Is 
that  what  you  are  telling  us? 

Mr.  Shuman.  The  limitations  we  have  on  the  utilization  of  re- 
volving funds  is  the  level  of  authorization  established  by  Congress. 

Mr.  Vento.  So  that  they  operate  independently?  The  reason  I  get 
around  to  that  question  is  that  I  picked  up  very  carefully — ^you 
even  underlined  for  us  on  page  2  here — that  the  priority  apparent- 
ly— I  do  not  know  if  you  said  priority,  I  do  not  want  to  misuse  your 
words,  the  goal  is  serving  those  who  need  it  most  the  most,  and 
that  is  underlined,  the  purpose  of  our  decision  is  to  direct  rental 
assistance  funds  to  existing  and  rural  rental  properties. 

Now,  I  do  not  know  if  I  understand  that.  What  that  sounds  like 
is  that  existing  rental  projects,  those  people  already  living  in  assist- 
ed housing  are  receiving  the  priority  based  on  the  policy  you  have 
set  forth  here  as  opposed  to  extending  any  new  or  establishing  any 
new  rental  units.  Is  that  right? 

The  problem  I  think  most  members  might  have  with  that,  just  on 
the  surface  of  it,  is  there  is  this  great  need  for  housing  in  most 
areas,  and  those  that  are  already  in  public  housing  you  are  saying 
that  is  your  priority,  and  we  are  sort  of  neglecting  or  not  looking  at 
those  that  are  not  living  in  assisted  housing,  although  their  needs 
might  indeed,  in  my  judgment,  be  greater. 

I  mean,  if  someone  is  getting  housing  in  an  area  that  is  already 
in  the  program,  then  why  should  our  priority  be  to  take  care  of 
those  already  in  existing  housing?  We  would  like  to  maintain  that 
stock,  but  should  we  not  do  both? 

Mr.  Shuman.  Congressman,  we  feel  the  reason  we  need  to  put 
this  in  as  the  No.  1  priority  is  because  in  those  rental  projects  tnat 
we  have  financed  where  the  individual  is  living  in  that  unit  with- 
out the  benefit  of  rental  assistance  and  the  cost  of  rent  on  that 
project  goes  up,  he  may  be  forced  to  leave  that  unit  unless  we  come 
in  with  a  rental  assistance  contract  to  cover  that  unit. 

So  we  have  established  as  a  priority  to  come  in  and  provide 
rental  assistance  to  those  individuals,  those  families  that  are  now 
living  in  existing  financed  Farmers  Home  Administration  projects 
without  rental  assistance. 

Mr.  Vento.  Well  you  know,  the  point  being,  of  course,  when  you 
do  that,  is  that  do  you  go  through  any  type  of  needs  test  at  that 
particular  point  then  or  what? 

Mr.  Shuman.  Yes,  sir,  there  is  a  system  to  identify  whether  or 
not  that  individual  is  eligible  for  rental  assistance. 

Mr.  Vento.  Would  you  say  they  were  more  in  need  than  those 
that  are  not  in  need?  Can  you  absolutely  say  that,  or  is  that  prob- 
ably given  that  they  are  probably  not. 

Mr.  Shuman.  The  problem  occurs  that  if  we  do  not 
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Mr.  Vento.  I  know  they  are  in  place,  I  understand  that.  If  you  do 
not,  you  have  got  some  moving  around.  That  is  probably  not  desir- 
able. You  are  balancing  that  off  apparently,  is  what  I  expect  you 
are  saying.  You  understand  there  is  a  problem.  Do  you  see  what  I 
€Uii  trying  to  get  at  or  not? 

Mr.  Shuman.  We  feel  that  our  main  priority  is  to  take  care  of 
those  people  that  we  have  already  promised  housing.  And  if  sud- 
denly they  are  moved  into  a  unit  and  then  through  no  fault  of 
their  own,  through  inflation  or  whatever  other  factors  may  have 
caused  the  rent  on  that  unit  to  go  up,  we  need  to  come  into  that 
unit  and  provide  them  with  assistance  so  that  they  can  continue  to 
live  in  that  unit. 

Mr.  Vento.  The  point  is  you  have  got  two  commitments.  One  is 
the  Farmers  Home  Administration  funding  of  rental  units.  You 
have  made  that  loan;  now  you  are  overlaying  that  with  another 
type  of  assistance  which  may  or  may  not  be  prioritized.  You  say 
you  have  a  needs  test  that  is  involved  of  some  sort,  but  you  are  not 
necessarily  saying  that  their  needs — in  other  words,  you  are  just 
maintaining  that  particular  facility,  the  integrity  of  it.  I  guess  the 
question  is:  Are  we  actuallv  getting  into  those  that  have  the  great- 
est need,  or  not,  based  on  tnat.  That  is  the  relevant  question. 

Did  you  do  an  analysis  of  that  before  you  initiated  this  policy? 

Mr.  Shuman.  I  cannot  say  that  we  ran  a  specific  analysis  dealing 
with  the  question  that  you  raised,  but  we  do  know  that  the  feasibil- 
ity of  many  projects  to  continue  to  provide  any  kind  of  housing 
does  rest  squarely  on  the  ability  of  those  units  or  those  individuals 
in  there  to  have  rental  assistance  to  them.  We  think  it  is  impera- 
tive to  continue  to  provide  this  housing,  and  we  have  opted  to 
make  this  a  No.  1  priority. 

Mr.  Vento.  What  type  of  dollars  are  we  talking  about  here  that 
are  being  utilized  for  this  particular  purpose?  Are  we  talking  about 
a  couple  million  dollars,  or  what  are  we  talking  about?  You  sav 
you  have  done  no  specific  anal3rsis  of  the  problem  that  I  raised. 
What  is  the  magnitude  of  money  being  spent  here?  But  there  has 
not  been  an  analysis  on  that  basis. 

Mr.  Shuman.  We  have  anal}rzed  it  to  the  extent  that  we  think 
there  are  needs  for  about  16,000  units  that  will  need  that  kind  of 
assistance. 

Mr.  Vento.  The  money  will  be  on  an  annual  basis?  What  will  the 
dollar  figure  be  in  terms  of  rental  assistance?  Could  you  give  me  a 
ball-park  figure? 

Mr.  Shuman.  It  would  be  $150  million  to  $185  million  that  would 
be  for  the  extensions. 

Mr.  Vento.  I  think  it  is  really  important  to  get  a  closer  look  at 
that  particular  type  of  problem. 

Mr.  Shuman.  Yes. 

Mr.  Vento.  I  can  appreciate,  and  I  guess  I  might  even  agree  with 
you  in  the  short  term,  but  in  the  long  term,  if  that  is  to  become  a 
policy  I  think  the  members  of  this  committee  would  like  to  be  a 
little  more  satisfied.  If  only  half  of  it  is  going  to  the  most  in  need, 
that  means  we  are  spending  a  good  amount,  maybe  $180  million,  at 
the  exclusion  of  those  that  have  a  greater  need.  So  I  think  that 
might  be  something  that  on  a  short-term  basis  I  think  we  can  go 
along  with  that. 
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In  my  judgment,  on  a  long-term  basis  we  will  have  to  look  at  it. 

Mr.  Shuman.  I  could  expand  and  provide  for  the  record  addition- 
al information  on  this  subject  that  might  be  helpful  to  the  subcom- 
mittee. 

Chairman  Gonzalez.  Certainly,  without  objection. 

[At  the  request  of  Congressman  Vento,  the  following  additional 
information  was  submitted  for  inclusion  in  the  record  by  Mr. 
Shuman:] 

Response  Received  From  Mr.  SnuiifAN 

ANALYSIS  OF  RA  RENEWAL  NEED 

On  March  1,  1981,  the  Agency  conducted  an  analysis  of  the  Rental  Amstance  pro- 
gram to  determine  the  need  to  renew  5-vear  RA  contracts.  Using  data  obtained  from 
District  Office  records,  average  monthly  cost  figures  were  constructed  and  projeo- 
tions  of  expiration  dates  were  made  for  those  contracts  initiated  and  used  by  MaLrch 
1,  1981.  The  following  estimates  of  renewal  need  during  fiscal  years  1983  and  1984 
are  based  on  the  projections  obtained  from  the  March  1,  1982,  study. 

EXPIRATION  DATES  ON  5-YEAR  RA  UNITS  ^ 


End  of  fflony  or      r^  ^  ^^^ 


Fiscal  year  1983 16,700  4^ 

Fiscal  year  1984 13,050  5.500 

*  Assumes  15  percent  inflation. 

After  adjusting  the  estimates  above  to  allow  for  possible  discrepancies,  the  cur- 
rent fiscal  year  1983  budget  request  is  for  $185  million  to  renew  1,500  agreements 
which  assist  17,560  tenant  households. 

THE  IMPORTANCE  OF  ADDRESSING  RENEWAL  NEED 

If  expiring  contracts  are  not  renewed,  the  effect  on  tenants  receiving  rental  aasist- 
ance  will  be  dramatic.  Since  the  current  average  monthly  RA  payment  is  $96  per 
tenant  household,  if  their  RA  unit  is  not  renewed  manv  low-income  households 
would  be  unable  to  afford  the  increased  rent  and  be  forced  to  leave  the  project.  Re- 
placing them  with  higher-income  tenants  would  be  necessary,  but  the  result  would 
be  contrary  to  the  intent  of  Congress  to  direct  at  least  30  percent  of  FmHA  housing 
programs  to  households  with  less  than  50  percent  of  area  median  income. 

ASSIGNMENT  OF  RENTAL  ASSISTANCE  (RA)  UNITS 

A.  Objective — Assign  RA  to  tenant  households  in  the  project  most  in  need. 

B.  Process: 

1.  FmHA  borrower  verifies  and  certifies  each  tenant  household's  a4justed 
income. 

2.  FmHA  borrower  assigns  RA  to  the  tenant  household  paying  the  highest 
percentage  of  adjusted  monthly  income  for  rent  and  utilities. 

3.  The  FmHA  District  Office  identifies  and  works  with  the  FmHA  borrower  to 
correct  any  RA  application  discrepancies  found  in  the  "project  worksheet" 
which  the  borrower  submits  along  with  their  loan  payment  to  FmHA  on  a 
monthly  basis.  The  project  worksheet  contains  rental  and  income  information 
on  each  tenant  household  in  the  project. 

Mr.  Vento.  Thank  you,  Mr.  Administrator. 

Chairman  Gonzalez.  Mr.  Watkins,  we  are  honored  and  privi- 
leged to  have  you  with  us.  We  were  following  the  custom  of  recog- 
nizing the  regular  members  of  the  subcommittee  first,  but  we  cer- 
tainly want  to  recognize  you.  Did  you  wish  to  seek  recognition  at 
this  point? 
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Mr.  Watkins.  If  you  do  not  mind,  I  would.  I  thoroughly  appreci- 
ate it.  I  have  been  interested  in  the  question.  So,  Mr.  Shuman,  I 
would  like  to  say  I  understand,  I  am  very  close  to  the  Farmers 
Home  Administration.  I  probably  know  every  one  of  my  county  su- 
pervisors personally  in  my  district  because  we  have  a  similar  back- 
ground in  agriculture.  I  do  know  the  shortage  of  personnel.  I  do  not 
know  how  to  work  that  problem  out,  but  I  am  releuly  and  willing  to 
attempt  to  do  that. 

You  mentioned  shifting  some  people  during  the  time  of  heavy  ag- 
ricultural activity.  I  can  feel  and  understand  that,  but  when  you 
leave  a  void  in  other  €u*eas  where  there  is  a  backlog  of  housing, 
would  it  be  helpful  if  they  would  have  to  reciprocate  and  sav,  "OK, 
you  have  got  so  many  hours  going  into  your  county  to  help  tor  agri- 
culture, you  are  going  to  have  to  go  help  John  Doe  for  so  many 
hours.''  That  may  mean  that  he  has  a  backlog  of  people  in  his 
county  that  have  to  wait.  But  I  am  sure  that  would  help  some  of  us 
in  the  lower  income  areas  and  the  areas — counties — that  do  not 
have  strong  agriculture.  They  would  feel  like  they  would  benefit  by 
it. 

Mr.  Shuman.  I  am  not  sure,  Mr.  Watkins,  that  I  can  agree  that 
it  should  be  hour  for  hour,  dollar  for  dollar  and  person  to  person. 
But  obviously.  State  Directors  should  have  and  utilize,  and  I  would 
encourage  them  to  exercise  their  management  prerogatives  to  go 
where  the  need  is. 

Mr.  Watkins.  I  would  negotiate  the  hours,  but  I  would  just  say 
that  they  would  be  required  to  go  give  some  hours  to  some  of  those 
counties  in  order  to  receive  help  themselves. 

Mr.  Shuman.  Yes. 

Mr.  Watkins.  Let  me  ask  another  question.  It  is  something 
which  I  think  the  committee,  hopefully,  and  the  chairman  and 
staff,  will  take  note.  Do  you  enforce  the  distribution  of  moneys  or 
the  funds  for  housing,  based  on  the  needy  areas?  And  would  it  not 
be  wise?  We  have  said  we  are  going  to  serve  the  people  who  most 
need  the  help.  I  am  talking  about  distribution. 

You  distribute  to  the  States  based  on  need  and  then,  when  you 
get  to  the  States,  you  should  make  sure  the  States  distribute  the 
money  based  upon  the  needy  areas.  By  that  I  mean,  you  use  the 
county.  The  county  has  so  many  people  in  the  poverty  area  that  so 
many  of  those  units  are  going  for.  Now  I  am  not  actually  saying 
that  it  has  to  go  to  the  lowest  income  person  there  because  what  I 
am  projecting  to  you  is  this,  on  a  demonstration  basis,  if  you  give  it 
to  the  needy  counties,  then  you  will  have  an  upgrading  of  people. 
Now,  maybe  some  of  the  lower  income  people  could  not  quite  get 
up  into  the  new  house,  but  you  would  have  some  people  that  would 
move  out,  perhaps,  of  a  rental  unit  or  a  housing  unit  and  up  into  a 
better  situation.  They  move  up  and  it  would  be  kind  of  a  steplad- 
der-type  approach,  which  I  think  would  be  very  workable  if  you 
had  the  money  to  make  sure  about  it. 

I  would  like  to  state  to  the  committee  that  if  we  do  not  do  it  by 
regulation,  then  we  might  put  it  in  a  statute  that  the  money  is  to 
be  distributed  on  a  formal  basis  to  the  States  and  that  they  have  to 
distribute  it  to  those  counties  with  the  lowest  income,  et  cetera,  in 
the  areas. 


Digitized  by 


Google 


1986 


Mr.  Shuman.  If  you  are  asking  me  to  respond  to  that  kind  of  a 
proposal,  first  I  would  say  that  the  State  Directors  now  have  the 
option  to  distribute  to  the  districts  and  the  counties  if  they  want  to. 
Some  do  so,  some  hold  it  in  a  pool  and  use  out  of  it. 

Mr.  Watkins.  I  question  Mr.  Chairman  and  the  staff,  whether 
the  State  director  should  have  that  option  in  the  beginning.  I  think 
that  option  should  not  be  there.  It  should  be  directed  to  send  it 
that  way  and  the  pooling  effect  should  come  at  the  end,  such  as 
you  do  from  the  national.  I  think  that  is  the  way  it  should  be  in 
order  to  comply  with  the  intent  of  the  law. 

So  I  hope  that  you  will  look  at  that.  I  will  ask  the  staff  and  my 
staif  to  make  sure  we  follow  up  on  that  because  I  think  that  is 
going  to  be  very,  very  important  if  we  are  to  fulfill  the  need  and 
the  intent  of  the  law. 

Mr.  Shuman.  Again,  not  to  take  up  a  lot  of  the  time  of  the  sub- 
committee, I  have  some  concerns  on  that  and  would  like  to  supply 
them  for  the  record. 

[At  the  request  of  Congressman  Watkins,  the  following  additional 
information  was  submitted  for  inclusion  in  the  record  by  Mr. 
Shuman:] 

Response  Received  From  Mr.  Shuman 

The  allocation  of  single  family  housing  funds  by  the  National  Offioe  to  the  states 
is  made  on  the  basis  of  a  mathematical  formula  that  includes  pertinent  OBCtore  de- 
veloped from  the  loanmaking  and  servicing  experience  of  the  Farmers  Home  Ad- 
ministration (See  copy  attached  for  Sections  502  and  504  loans  and  grants). 

Reallocation  of  funds  within  the  states  is  left  to  the  best  judgment  of  each  State 
Director  as  local  conditions  will  determine  the  best  and  most  equitable  use  of  funds 
which  may  be  accomplished  by  reallocation  to  the  county  or  District  Office,  by  re- 
tention of  the  funds  in  a  State  Office  pool,  or  a  combination  of  these  methods.  The 
Agency's  recommendation  to  the  State  Director  in  reallocating  funds  to  county  or 
District  Offices  is  that  the  State  Office  use  the  National  Office  allocation  formula. 
This  policy  has  been  found  to  be  adequate  during  the  last  few  years. 
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SUBJECT:  Allocation  CoHputatlons 

Fiscal  Yoar  1982  Allocation 

Section  502  Subs id i tod  Xnaurod  IB  Loans 


Tht  following  asthod  urns  usod  to  allocato  Section  502  subsiditod  RH  funds 
to  statas.  The  nacassity  for  asking  ccrtAln  tA«taptioa«  cMjbinad  with 
factual  data  is  assantial  in  utilising  a  mathcBstical  apprdSeh  for 
distribution  of  funds.  Sslactad  factual  dati  and  ■■■uaptiani  nam  aada  to 
provide  ciic  b«at  distribution  of  liaitad  r«iourc«i  on  a  reasonably 
cquitible  basit   Lack  of  dat*  and  need  for  providing  a  aininMi  prograa 
level  required  sobs  idBiniitrativc  adjuatasnt. 

I.  Amouflc  Aval  labia  for  Alloc* Stem 

Distributed  by  Low  Incoae 

In  ail lions  of  dollars 

(a)  Poraula  2,089.8 

(b)  Base  Aaount  106.0 

(c)  Administrative  Allocation  11.0 

(d)  Kesenre  93.2 

Total  2,300.0 


II.   Ba»ic  Fonaula  Criteria,  !><£*  Source i  and  Weight 

The  selected  criteria  idenc  fy  caaential  eleaents  that  are 
necessary  to  compare  the  need  of  the  vatioua  states  for  rural 
housing  in  order  to  sake  [be  best  use  of  available  prograa  funds. 
The  data  soyrct  as  indicated  for  each  criterion  used  is  the  best 
and  latest  aval^lable  data.  The  weight  expressed  in  percentage  is 
the  relative  valu*  of  the  selected  criteria.  The  weight  aasigned 
each  criterion  is  constant  for  all  states. 

VEIGBT 
Criteria  and  Data  Source  LOW  INCONE 

A.   State's  percentage  of  the  30 

national  rural  population  (1970 
census  definition  of  rural  areas) 
tines  the  state's  growth  rate  as 
coopered  to  the  national  growth 
rate  (1980  census  data) 
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B.  State's  percentage  of  the  30 
national  rural  population  living 

in  dwellings  which  lack  coaplete 
pluabing  and/or  are  crowded 
(substandard)  (Rural  Housing 
Survey-1977) 

C.  State's  percentage  of  rural  30 
population  below  the  low-incoae 

limit  (FtaHA  1981  data  for 
justification  for  low  income). 

D.  Historical  usage  of  funds:  10 
The  state's  percentage  of 
outstanding  Section  502  RH  loans 

(June  1981  -  581  report.  Monthly 
Payment  Delinquency  Report) 

Total  weight  of  criteria     lOOX 

E.  Housing  cost  adjustment  -  the  state's  average  loan  amount 
for  a  new  dwelling  divided  by  the  national  average  loan 
amount  for  a  new  dwelling  (1981  -  617  report.  Direct  and 
Insured  RH  Loans  Use  of  Funds). 

F.  Delinquency  adjustment  -  the  state's  total  delinquency  and 
delinquency  3  months  and  over  as  compared  to  the  national 
delinquency  for  the  same  factors  (Septenber  1981-581 
report ) • 

III.  Basic  Formula  stated  as  used  to  meke  computations. 

Step  1.  Aa^Bb^Cc't'Dd  •  State  Factor 

A,  B,  C,  and  D  represent  the  selected  criteria  expressed  as 
the  state's  percentage  of  the  U.S.  total 

AND 

a,  b,  c,  and  d  represent  the  weight,  expressed  as  a  percentage 
given  the  selected  criteria. 

Example  of  Basic  Formula 

Aa       Bb      Cc       Dd*  State  Factor 
Alabama   .02886(30)  •*•  .03742(30)  -  .02901(30)  ♦  .0393(10)  -  .032517 

The  state  factor  determined  the  state's  percentage  of  housing  units  that 
can  be  provided  by  the  national  allocation. 

Step  2.  To  change  the  state's  percentage  of  housing  units  to 
dollars,  we  adjusted  each  factor  by  the  cost  difference  of 
providing  a  housing  unit  in  the  state.  The  housing  cost  factor 
is  the  average  loan  amount  for  a  new  dwelling  for  that  state 
divided  by  the  national  average  loan  amount  for  a  new  duel Hag. 
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BxaapU  of  Housing  Cost  Adjuttatnt 
Alabaaa  housing  cost  «••  128,800  -  137,000  (tho  national  avaraga)  ■  .78 

.32517  (.78)  -  .0253632  -  Alabaaa'a  state  parcantaga  of  RH  funds. 

-i. 
Step  3.  The  state's  percentage  of  KH  funds  tiaas  Che  Mount  of 
funds  to  be  allocated  by  foraula  is  the  state's  allocation  before 
adjustnent  for  delinquency.  ^ 

Exanple  of  Allocated  Funds  before  Delinquency 

Alabaaa  -  $2,183,000,000  (allocated  funds)  x  .0253632  -  $55,367,870 

Step  4.  Delinquency  Adjustaant 

States  with  an  above-average  delinquency  need  to  use  available 
■snhours  to  supervise  and  service  delinquent  iccounts.   In 
Gcpteober  of  1981,  20  states  had  a  conbiaed  "totAr*  delinquency 
mud   "1  i&anchfl  and  over"  deliiKiucncy  that  exceeded  the  national 
combined  rates.  We  have  reduced  their  «l Iocs c ion  of  502  SH 
subsidized  funds.  The  percent  by  which  a  state's  allocation 
was  reduced  is  the  percent  the  state's  coabinad  delinquency 
exceeded  the  national  coabined  delinquency. 

Exaaple  of  Delinquency  Adjustaent 

The  national  combined  delinquency  percentage  equaled  33.3. 
Arizona's  conbined  percentage  eq tested  46.6.  The  percent  of  funds 
withheld  from  Arizons's  sllDcetion  is  46.6  -  33.3  •  13.3.  Before 
the  delinquency  adjustaent,  Arizona's  allocation  was  18  77271 
million  dollara.  The  reduction  in  Arizona 'a  allocation  ia 
18.77271  X  .13  -  2.44045  million  dollara  or  net  16.33226  aillion 
dollars  allocated  funda  after  delinquency  adjuataent. 

IV.  Administrative  Allocation 

Guam  and  the  Trust  Territories  were  given  fll.O  aillion  becauae 
data  for  the  foraula  were  unavailable  to  diatribute  funda. 

V.  Base  Allocation 

One  hundred  and  aix  aillion  dollara  were  given  in  equal  aharea 
of  2  aillion  dollars  each  to  all  atatea.  TWo  aillion  dollara 
were  administratively  determined  aa  the  ainiaua  prograa  level 
required  to  aervice  axiating  accounta  and  carry  out  a  rural 
housing  prograa. 
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SUBJECT:  Allocation  Computations 

Fiscal  Year  1982  Allocations 

Section  502  Honsubsldized  Insured  RH  Loans 


The  following  method  was  used  to  allocate  Section  502  nonsubsidized  RH  funds  to 
states.  The  necessity  for  making  certain  assumptions  combined  with  factual 
data  is  essential  in  utilizing  a  mathematical  approach  for  distribution  of 
funds.  Selected  factual  data  and  assumptions  were  made  to  provide  the  best 
distribution  of  limited  resources  on  a  reasonably  equitable  basis.  Lack  of 
data  and  need  for  providing  a  minimum  program  level  required  some  adminis- 
trative adjustments. 

I.  Amount  Available  for  Allocation 

Distributed  by  Moderate  Inoooe 

In  Nillions  of  Dollars 

(a)  Formula  359-2 

(b)  Base  Amount  53*0 

(c)  Administrative  Allocation  2.0 

(d)  Reserve  15.8 

Total  130.0 

II.  Basic  Formula  Criteria,  Data  Sources  and  Weight 

The  selected  criteria  identify  essential  elements  that  are 
necessary  to  compare  the  need  of  the  various  states  for  rural 
housing  in  order  to  make  the  best  use  of  available  progran 
funds.  The  data  source  as  indicated  for  each  criterion  used 
is  the  best  and  latest  available  data.  The  weight  expressed 
in  percentage  is  the  relative  value  of  the  selected  criteria. 
The  weight  assigned  each  criterion  is  constant  for  all  states. 

Criteria  and  Data  Sources  MEIGHI 

LOW  INOOHE 

A.  State's  percentage  of  the  HO 

national  rural  population  (1970 
census  definition  of  rural  areas) 
times  the  state's  growth  rate  as 
compared  to  the  national  growth 
rate  (1980  census  data) 


Digitized  by 


Google 


1993 


B.  State's  percentage  of  the  10 

national  rural  population  living 
in  dwellings  whioh  lack  oo^plete 
plunbing  and/or  are  crowded 
(substandard)  (Rural  Housing 
Survey-1977) . 

C.  fiistorical  usage  of  funds:  20 
The  state's  percentage  of 

outstanding  Section  502  RH  loans 
(June  1981  -  581  report,  Nonthly 
Paynent  Delinquency  Report) 

Total  weight  of  criteria        ^(M 

D.  Housing  cost  adjustaent.  The  state's  average  loan  anount  for  a 
dwelling  divided  by  the  national  average  loan  anount  for  a  new 
dwelling  -  (1981  -  617  report,  Direct  and  Insured  RH  Loans  Use 
of  Ftnds). 

E.  Delinquency  adjustaent  -  the  State's  total  delinquency  and 
delinquency  3  months  and  over  as  coapared  to  the  national 
delinquency  for  the  ame  factors  (Septeal>er  1981  -  581  report). 

III.   Basic  Fomiula  stated  as  used  to  aake  coaputations. 

Step  1.  Aa^Bb4^  s  State  Factor 

A,  B,  and  C  represent  the  selected  criteria  expressed  as 
the  state's  percentage  of  the  U.S.  total 

AMD 

a,  b,  and  c  represent  the  weight,  expressed  as  a  percentage 
given  the  selected  criteria. 

Exaople  of  Basic  Fomula 
A   a     B  b     Cos  State  Factor 
Alabama  .02886(10)  *   .03712(10)  *   .0393( 20) «. 03136 

The  state  factor  determined  the  state's  percentage  of  housing  units 
that  can  be  provided  by  the  national  allocatiofi. 

Step  2.  To  change  the  state's  percentage  of  housing  units  to  dollars, 
we  adjusted  each  factor  by  the  cost  differences  of  providing  a  housing 
unit  in  a  state.  The  housing  cost  factor  is  the  average  loan  amount 
for  a  new  dwelling  for  that  state  divided  by  the  national  average  loan 
amount  for  a  new  dwelling. 


Digitized  by 


Google 


1994 


Exanple  of  Housing  Cost  Ad  justaent 

Alabama  housing  cost  was  $28,800  •{  $37»000  (the  national  average)  «  .78 

.03436  (.78)  s  .02680  -  Alabama's  state  percentage  of  RH  fUnds. 

Step  g.  The  state  percentage  of  RH  fUnds  times  the  anount  of  finds  to 
be  allocated  by  formula  is  the  state's  allocation  before  adjustment 
for  delinquency. 

ExaiBple  of  Allocated  Ftnds  Before  Delinquenoy 

Alabama  -  $375.0  million  (allocated  funds)  x  .02680  «  $10,050 

Step  4.  Delinquency  Adjustment 

States  with  an  above^verage  delinquency  need  to  use  available  nanhoors 
to  supervise  and  service  delinquent  accounts,  tn  September  of  1981,  20 
states  had  a  cODi>lned  tc>tal  delinquency  rate  and  delinquency  rate  of 
3  months  and  over  that  exceeded  the  national  oonblned  rates*  Adnlnla- 
tratively  we  have  reduced  their  alloc^ation  of  502  RH  subsidised  Atnds. 
The  funds  withheld  froin  the^e  states  are  held  in  the  national  pool. 
The  ^miount  a  state  was  reduced  was  the  percent  the  state  s  total 
delinquency  and  delinquency  rate  of  3  months  and  over  exceeded  the 
national  coiribined  percentage  rates. 

ExaiBple  of  Delinquenoy  Adjustment 

The  national  coniblned  delinquency  percentage  equaled  33*3<  Arisofia*s 

comlbined  percentage  equaled  45*6.  The  percent  of  funds  withheld  ftnoB 

Arizona's  allocation  is  U6,6  -  33-3  or  13.3-  Before  the  delinquenoy 

adjustment,  Arizona's  allocation  was  3-S48  million  dollars. 

The  reduction  in  Arizona  allocation  was  3.846  x  .13  «  .500  Billion 

dollars  or  net  3.348  million  dollars  allocated  fUfids  after  delinquenoy 

adjustment. 

V.  Base  Allocation 

Fifty  three  million  dollars  were  given  in  equal  shares  of  one  Billian 
each  to  all  states.  One  million  dollars  was  administratively  d«t«r«iiMd 
as  the  minimm  program  level  required  to  service  existing  aooounts, 
transfers  and  credit  sales. 


Digitized  by 


Google 


1995 


tm- 


I 

d     3§(r  " 


I 


I! 


Mi 


3: 


SSMS!£SIS£9:SS!SSK 


i 


MMWlSlBlbH 


S:: 


kisiPNislaBtob 


'4*|i*^|m|">Ma|^|mKM*>PI^ 


§ 


SoS 


N^ln  ll>  V  N 


HBBBSEBBUfelitipi 


o  S  S 


Digitized  by 


Google 


1996 


I 


b 


S9 

l^il  lis 


ii 


Ki     i 


Mb. 


i 


ii  i 


SSI 


pi 


mw&iWswtiftK 


Bm 


g 


o  o 
do  t>i 


r 


y 


iCI^ 


I 
I 

I 

I 


I 

I 

I 


Digitized  by 


Google 


1997 


SUBJECT:  Allocation  Ccnputations 

Fiscal  Tear  1982  laiooation 

Section  50i|  Very  Low-Inocae  Repair  Loans 

The  following  aethod  was  used  to  allocate  Section  504  loan  fUnds  to  states. 
The  necessity  for  Baking  certain  assiaptions  coabined  with  factual  data  is 
essential  in  utilizing  a  ■ethenatical  approach  for  distribution  of  finds. 
Selected  factual  data  and  assuaptions  were  aade  to  provide  the  best 
distribution  of  liaited  resources  on  a  reasonably  equitable  basis.  Lack  of  data 
and  need  for  providing  a  ainiiiuB  prograa  level  reqqired  sons  aiteinistrative 
adjustments. 

1.   itoount  Available  for  Allocation 

Distributed  by  Very  lJow-inoo«i  Repair  Loans 

In  Thousands  of  Dollars 

(a)  Formula  23*602.0 

(b)  Base  Amount  00.0 

(c)  Reserve  398.0 

(d)  Total  24,000.0 

II.   Basic  Formula  Criteria,  Data  Sources  and  Weight 

The  selected  criteria  identify  essential  elements  that  are 
necessary  to  compare  the  need  of  the  various  states  for  rural 
housing  in  order  to  make  the  best  use  of  available  program 
funds.  The  data  source  as  indicated  for  each  criterion  used 
is  the  best  and  latest  available  data.  The  weight  expressed 
in  percentage  is  the  relative  value  of  the  selected  criteria. 
The  weight  assigned  each  criterion  is  constant  for  all  states. 

Criteria  and  Data  Source  HEIGHT 

LOW  IMCOKE 

A.  State's  percentage  of  the  50 
national  rural  population  living 

in  dwellings  which  lack  complete 
plunbing  and/or  are  crowded 
(substandard)  (Rural  Housing 
Survey-1977) 

B.  State's  percentage  of  rural  50 
population  below  the  proverty 

level.  (Rural  Housing 
Survey-1977) 
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III.  Basic  Foraula  stated  as  used  to  sake  coaputations. 

Step  1.  Aa4a>  :  State  Factor 

A  and  B  represent  the  selected  criteria  expressed  as  the 
state's  percentage  of  the  U.S.  total 

AND 

a  and  b  represent  the  weight,  expressed  as  a  percentage 
given  the  selected  criteria. 

Exanple  of  Basic  Fomula 

A   a      B   b   s  State  Factor 
AlabaoB  .037118(50)  ♦  .035967(50)  =  .0366925 

The  State  Factor  detemined  the  state's  percentage  of  fUnds  that  can  be 
provided  by  the  national  allocation. 


Step  2.   The  state's  factor  of  RH  f^sids  tlaea  the  aaount  of 
funds  to  be  allocated  by  fomula  is  the  state's  allocation. 

Example  of  Allocated  Funds 

AlabaoB  -  $23,600.00  (allocated  finds)  X  .036692  s  $865-9312 
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SUBJECT:  Allocation  Computations 

Fiscal  Year  1982  Allocation 

Section  504  Very  Low-Income  Housing  Grants 

The  following  method  was  used  to  allocate  Section  504  grant  funds  to  states. 
The  necessity  for  making  certain  assumptions  combined  with  factual  data  is 
essential  in  utilizing  a  mathematical  approach  for  distribution  of  funds. 
Selected  factual  data  and  assumptions  were  made  to  provide  the  best  distri- 
bution of  limited  resources  on  a  reasonably  equitable  basis.  Lack  of  data  and 
need  for  providing  a  minimum  program  level  required  some  administrative 
adjustments . 

I.   Amount  Available  for  Allocation 

Distributed  by  Very  Low-Income  Housing  Grants 

(a)  Formula  $14,497.0 

(b)  Base  Amount  00.0 

(c)  Reserve  $  503-0 

Total  $15,000.0 

II.   Basic  Formula  Criteria,  Data  Sources  and  Weight 

The  selected  criteria  identify  essential  elements  that  are  necessary 
to  compare  the  need  of  the  various  states  for  rural  housing  in  order 
to  make  the  best  use  of  available  program  funds.  The  data  source  as 
indicated  for  each  criterion  used  is  the  best  and  latest  available 
data.  The  weight  expressed  in  percentage  is  the  relative  value 
to  the  importance  of  the  selected  criteria.  The  weight  assigned 
each  criterion  is  constant  for  all  states. 

Criteria  and  Data  Sources  WEIGHT 

LOW  INCOME 

A.  State's  percentage  of  the  33 
national  rural  population  living 

in  dwellings  which  lack  complete 
plumbing  and/or  are  crowded  (i.e. 
substandard).  (Rural  Housing 
Survey- 1977) 

B.  State's  percentage  of  rural  33 
population  below  the  poverty 

level.  (Rural  Housing  Survey-1977) 

C.  State's  percentage  of  national         33 
population  62  years  of  age  and  over. 
(Rural  Housing  Survey-1977 
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III.  Basic  Formula   stated  as  used  to  sake  coaputations. 

Step  1.  Afri-BtHCc  s  State  Factor 

A,  B,  and  C  represent  the  selected  criteria  expressed  as  the 
state's  percentage  of  the  U.S.  total. 

AND 

a,  b,  and  c,  represent  the  weight,  expressed  as  a  peroentige,  givvn 
the  selected  criteria. 

Exanple  of  Basic  Foraula 
A     a      B     b      Co 
Alabana  .037418  (33)  *   .035967  (33)  *   .025909  (33)  »  .032767-State  Factor 

The  state  factor  determines  the  state's  percentage  of  fUnds. 

Step  2.  The  state's  factor  tines  the  amount  of  funds 
to  be  allocated  by  formula  is  the  state's  allooatioa. 

Exanple  of  Allocated  Funds 

Alabana-$1i|,500,000     x   .032767   »      $475,1215 

(Allocated  FUnds)      Factor   Alabana  allocation 
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Mr.  Watkins.  I  will  work  with  the  staff  here.  Let  me  look  at 
some  insured  mortgage-t3rpe  approach.  I  think  also  you  should  look 
at  the  restoration  of  the  gu£u*anteed  money  in  those  counties  that 
do  not  have  savings  and  loans,  and  some  other  options  for  some  fi- 
nancing. I  would  like  to  request,  and  hope  the  staff  and  the  com- 
mittee would  be  requiring,  the  Farmers  Home  Administration  to 
develop  not  a  conditional  commitment,  but  a  commitment  that  can 
be  granted  to  builders  so  they  know  they  have  a  commitment  they 
can  live  with. 

I  think  that  is  something  that  could  be  done.  Our  city  cousins 
were  able  to  do  it  in  HUD,  in  the  Federal  Housing  Administration 
in  the  larger  cities.  I  think  we  should  be  able  to  try  to  come  up 
with — and  I  think  we  have  got  enough  ingenuity  in  rural  America 
and  the  Farmers  Home  Administration  to  come  up  with — some 
type  of  plan  to  help  us  do  that. 

I  would  also  like  to  encourage — I  know  we  have  talked  about  515, 
as  has  my  friend,  Mr.  Lundine,  from  New  York^I  think  we  should 
have  enough  ingenuity  to  develop  what  we  could  call  an  "elderly 
condominium  program"  where  we  could  have  a  recapture  clause  in 
that  phase  of  the  subsidv.  There  might  be  an  option  developed  for 
that,  because  some  rural  people  live  out  in  the  country,  they  sell, 
and  they  want  to  live  in  a  small  community  in  a  tri-plex,  quad- 
plex,  whatever.  I  think  an  approach  like  that  would  fulfill  a  tre- 
mendous need,  and  yet  we  have  a  recapture  clause  also  which 
would  benefit  Farmers  Home  Administration. 

You  mentioned  the  backlog.  I  might  say,  Mr.  Chairman,  one  of 
the  things  you  would  be  interested  in— my  Farm  Home  folks  brag, 
and  I  am  proud  of  them  in  Oklahoma,  they  s^  they  have  not  lost  a 
dollar  on  a  Farm  Home  house  in  Oklahoma.  Why?  Because  anyone 
who  moves  out  and  leaves  a  house  because  of  lack  of  payment  or 
something,  they  have  the  prospects,  the  backlog,  right  there,  and 
they  just  pay  up  the  difference  and  move  up  and  pick  up  the  pay- 
ments, or  whatever,  the  repairs  or  whatever.  They  pay  it. 

I  think  it  is  a  beautiful  situation  and  I  think  that  we  should  not 
worry  as  much  about  some  of  those  figures  because  I  think  we  have 
all  the  potential  buyers  right  there  in  your  portfolio  in  those  coun- 
ties who  are  ready  to  buy  those  houses.  We  need  to  move  forward 
with  that  particular  kind  of  program. 

I  have  other  questions  and  comments,  but  I  just  want  to  say,  Mr. 
Chairman,  I  appreciate  you  and  the  members  of  this  committee  al- 
lowing me  to  come  and  visit  a  little  bit  on  some  questions  because  I 
like  for  the  Farmers  Home  Administration  to  be  the  "active  home 
delivery  system''  in  rural  America.  I  am  afraid  if  we  cannot  meet 
that  need — for  basic  shelter  in  rural  America — that  we  are  going  to 
have  to  come  up  with  a  different  type  of  delivery  ^stem  some- 
where along  the  way,  and  I  think  it  would  be  less  rortunate  be- 
cause I  think  they  do  a  good  job.  They  have  limited  personnel  and 
a  lot  of  problems.  I  think  if  we  could  all  just  work  together,  we 
could  salvage  it  and  make  it  a  lot  stronger. 

Thank  you. 

Chairman  CjOnzalez.  Certainly  if  the  gentleman  desires,  he  may 
submit  his  additional  questions  to  Mr.  Shuman. 

Thank  you  again. 

We  have  got  to  get  moving.  Thank  you,  Mr.  Shuman. 
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Let  me  say  just  one  final  thing.  The  most  inspiring  thing  .that  I 
have  seen  was  on  the  trip  to  Cal^omia  where  we  went  into  several 
areas  in  which  the  self-help  housing  program  has  been  so  succeed 
ful,  the  only  ones  I  know  in  the  whole  United  States  of  America 
that  are  building  their  own  homes.  Were  it  not  for  section  523 
grants,  if  it  were  not  for  this,  if  there  was  such  a  thing,  sweat  capi- 
tal would  not  be  possible. 

I  am  distressed  to  hear  you  say  that  you  can  rely  on  the  pool  be- 
cause we  have  the  evidence  there  that  if  you  do,  it  will  be  at  a 
much  higher  cost  than  if  you  can  have  the  mechanism  of  the  sec- 
tion 523  program,  technical  assistance  and  the  like. 

It  was  very  inspiring  to  see  young  couples  building  their  own, 
doing  their  own  work,  but  the  sweat  capital  made  it  possible  for 
them  to  have  a  home.  So  I  am  really  hoping  that  you  will  have  an 
opportunity  to  reexamine  that  program  and  see  if  we  could  get  it  a 
little  more  help  rather  than  eliminate. 

Mr.  LuNDiNE.  Would  the  chairman  yield? 

Chairman  CjOnzalez.  Certainly. 

Mr.  LuNDiNE.  I  do  not  want  to  drag  this  out  unnecessarily,  but.  I 
had  the  opportunity  to  meet  with  some  rural  housing  folks,  Indiain 
housing  and  other  housing  people  from  all  over  the  country  when 
they  were  in  here  for  some  meeting.  I  saw  some  of  the  most  moving 
and  tragic  circumstances  portrayed  from  the  State  of  Washington, 
from  rural  Iowa,  North  Dakota,  as  well  as  the  kind  of  places  my 
colleague  from  Oklahoma  and  I  from  the  East  talk  about. 

Several  of  these  groups  told  us  about  how  the  onlv  thing  that 
they  could  really  get  going  in  terms  of  homeownership  was  this 
self-help  idea.  They  told  us  how  they  had  projects  that  they  were 
beginning,  and  they  had  one  case,  a  number  of  a  whole  bunch  (rf 
unemployed  construction  people  who  were  unemployed,  whose  un- 
employment had  run  out.  It  was  a  real  moving  story. 

So  I  would  like  to  second  what  you  say  based  on  an  impression 
that  I  think  is  reasonably  accurate.  It  comes  from  across  tfa« 
United  States,  not  just  from  my  own  area. 

Having  said  that,  I  would  also  like  to  ask  permission,  because  I 
know  the  time  of  the  subcommittee  is  very  limited,  if  I  could  ask  a 
couple  of  additional  questions. 

Chairman  Gonzalez.  Yes,  certainly. 

Without  objection,  so  ordered. 

[The  following  written  questions  were  submitted  by  Congressman 
Lundine  and  appear  with  the  responses  of  Mr.  Shuman:] 

Question  1.  If,  as  we  have  seen  flrsthand,  migrant  farmworker*  are  the  pooraat  of 
the  poor,  the  worst  housed  and,  yet,  a  crucial  element  in  several  highly  producCiw 
agricultural  sectors,  why  are  you  not  supporting  the  modest  levels  of  aasitftaiioe  pio- 
posed  in  H.R.  5731? 

Answer.  The  authorization  of  $19  million  requested  for  farm  labor  housing  loans 
is  estimated  to  be  sufficient  for  projects  actually  developed  through  eligible  public 
agencies,  associations  and  farm  operators.  The  actual  use  of  loan  Auids  in  fiscal  jrenr 
1981  totaled  $18,548,000.  Indications  are  that  development  of  prqiecta  this  fiKal 
year,  and  next  fiscal  year,  will  proceed  at  about  the  same  rate,  and  that  $19  million 
is  an  ample  provision  for  this  program  in  fiscal  year  1983.  Hie  requested  grant  au- 
thonty  for  fiscal  year  1983  is  $23,228,000,  as  compared  to  $10,518,000  actually 
mitted  in  fiscal  year  1981  and  $22  million  appropriated  for  fiscal  year  1982. 

Question  2.  Are  the  facts  concerning  the  savings  achieved  and  the  hi^ 
success  of  the  section  523  mutual  and  self-help  housing  programs  ' 
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this  because  in  the  Department's  budget  submissions  which  would  eliminate  this 
program,  it  is  suggested  that  the  program  is  not  successful. 

Is  not  the  $6,000  per  unit  cost  of  technical  assistance  effective  in  reducing  section 
502  loans  by  $10,000  to  $12,000  and  therein  saving  a  proportional  amount  of  interest 
credit  subsidy? 

Answer.  In  the  section  502  program  of  homeownership  loans  to  low-income  fami- 
lies, only  1.67  percent  of  borrowers  in  fiscal  year  1981  were  families  willing  and  able 
to  avail  themselves  of  the  self-help  plan  for  new  home  construction.  Budget  reduc- 
tions in  the  section  502  program  will  have  a  diminishing  affect  on  the  use  of  this 
program  and  the  supporting  activity  of  technical  advisory  organizations  which  have 
been  assisted  with  Self-Help  Housing  Technical  Assistance  grants. 

FmHA  staff  resources  needed  to  successfully  administer  self-help  housing  techni- 
cal assistance  grants  are  substantial  and  compete  directly  with  staff  resources 
needed  to  meet  our  housing  loan  servicing  priorities.  These  priorities  are  directed 
primarily  toward  improving  the  success  of  loans  in  the  section  502  portfolio  and  re- 
ducing the  level  and  consequences  of  loan  delinquency. 

For  these  reasons,  the  self-help  housing  technical  assistance  program  has  been 
omitted  from  program  activities  contemplated  in  the  budget  as  submitted  for  fiscal 
year  1981. 

Chairman  Gonzalez.  I  talked  to  some  of  the  people,  went  into 
some  of  the  completed  homes,  and  some  that  had  been  completed 
and  occupied.  It  was  very  moving.  I  think  it  should  have  been  a 
testimonial  to  the  fact  that  these  programs  can  be  worked  and  ad- 
ministrated properly. 

So  I  am  asking  for  some  reconsideration. 

Thank  you  very  much  for  your  time  and  your  contribution  to  the 
hearing. 

Mr.  Shuman.  Thank  you  very  much,  Mr.  Chairman. 

Chairman  Gonzalez.  We  imposed  on  our  colleague  from  Ohio, 
Mr.  Wylie,  to  remain  for  one  purpose,  which  is  to  give  him  the 
privilege  of  introducing  our  next  witness,  the  Honorable  Jeffrey 
Bragg,  the  Administrator  of  the  Federal  Insurance  Administration, 
and  with  him  are  Mr.  Lee  Thomas,  Associate  Director  of  State  and 
Local  Programs  and  Support,  Federal  Emergency  Management 
Agency. 

Mr.  Wyue.  Thank  you  very  much,  Mr.  Chairman. 

I  do  indeed  appreciate  the  opportunity  to  recognize  my  distin- 
guished constituent,  and  he  still  is  a  constituent,  Mr.  Jeffrey  Bragg. 
After  I  learned  of  his  interest  in  being  the  Federal  Insurance  Ad- 
ministrator, I  did  indeed  go  to  bat  for  him  because  I  knew  that  he 
would  make  an  excellent  Administrator.  He  was  supported  by  the 
entire  insurance  industry  in  the  State,  I  will  say,  and  the  entire 
community. 

Jeff,  you  have  almost  literally  been  baptized  in  a  not  too  pleas- 
ant way  with  all  of  the  floods  in  Ohio  and  Indiana. 

Mr.  Bragg.  Yes,  sir. 

Mr.  Wyue.  Sorry  about  that,  that  you  had  to  come  on  board  in 
those  adverse  circumstances,  but  I  imderstand  that  this  is  your 
very  first  experience  before  a  congressional  subcommittee  or  com- 
mittee? 
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Mr.  Bragg.  Yes,  sir. 

Mr.  Wylie.  We  hope  your  baptism  here  will  be  more  pleasant 
and  one  you  will  remember  with  fondness. 

With  that,  Mr.  Chairman,  I  will  present  to  you  Mr.  Jeffrey 
Bragg. 

Chairman  Gonzalez.  Thank  you  very  much. 

Welcome,  Mr.  Bragg,  and  thank  you  for  your  time  and  your  will- 
ingness to  appear. 

You  may  proceed,  if  you  wish,  perhaps  by  summarizing  your 
statement.  If  you  do,  we  can  offer  the  full  text  of  your  prepared 
statement  for  the  record. 

STATEMENT  OF  HON.  JEFFREY  S.  BRAGG,  ADMINISTRATOR,  FED- 
ERAL  INSURANCE  ADMINISTRATION,  FEDERAL  EMERGENCY 
MANAGEMENT  AGENCY,  ACCOMPANIED  BY  SALLY  CLARY.  Fi- 
NANCIAL  OFFICER,  FEDERAL  INSURANCE  ADMINISTRATION 

Mr.  Bragg.  Thank  you,  Mr.  Chairman. 

I  will  summarize  my  statement. 

I  have  with  me  Sally  Clary,  who  is  the  Federal  Insurance  Admin- 
istration's financial  officer,  and  she  will  be  assisting  me  throughout 
this  hearing. 

The  Federal  Insurance  Administration  is  responsible  for  adminis- 
tering three  of  this  country's  insurance  programs:  the  flood  insur- 
ance program,  and  the  crime  insurance  program,  the  riot  reinsur- 
ance program.  The  availability  of  flood  insurance  in  a  community 
is  dependent  on  the  community's  adopting  and  enforcing  flood 
plain  management  measures. 

The  responsibility  within  FEMA  for  administering  the  flood 
plain  management  aspects  of  the  program  is  assigned  to  the  Office 
of  State  and  Local  Programs  and  Support.  The  Director  of  this 
office,  Mr.  Thomas,  is  here  with  us  today  and  will  testify  on  those 
aspects  of  the  program  when  I  conclude. 

By  far  the  largest  program  in  the  Federal  Insurance  Administra- 
tion is  the  flood  insurance  program.  We  have  nearly  2  million  poli- 
cyholders, nearly  $100  billion  in  coverage,  and  we  sell  insurance  in 
17,000  participating  communities  throughout  the  country. 

It  is  our  recommendation  that  this  program  be  continued  and 
that  it  be  continued  for  a  period  of  2  years  so  that  we  can  add  con- 
tinuity to  the  program. 

Our  second  program  is  the  Federal  riot  reinsurance  program. 
This  program  offers  reinsurance  to  companies  who  themselves  pro- 
vide insurance  against  riots  and  civil  commotions.  There  are  now 
98  private  property  insurance  companies  participating  in  this  pro- 
gram. This  is  a  reduction  from  300  insurance  companies  participat- 
ing in  the  same  program  last  year. 

We  believe  there  is  a  viable  insurance  market  providing  riot  re- 
insurance to  companies.  Because  of  the  reduction  in  the  number  of 
companies  participating  in  the  program— and  by  the  way,  Mr. 
Chairman,  that  reduction  has  been  evident  since  the  beginning  of 
the  program — we  are  recommending  that  that  program  be  termi- 
nated and  that  the  companies  currently  purchasing  from  the  Fed- 
eral Government  be  permitted  to  purchase  their  reinsurance  from 
the  private  market  that  is  now  avcdlable. 
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Our  third  program,  the  Federal  crime  insurance  program,  pro- 
vides burglary  and  robbery  insurcmce  to  approximately  70,000  poli- 
cyholders. In  1970  the  Federal  Insurance  Administration  conducted 
a  study  of  crime  insurance  availability  and  concluded  that  there 
was  a  critical  availability  problem  in  tiie  area  of  crime  insurance. 

Despite  this  problem,  however,  after  nearly  10  years  of  the  pro- 
gram and  heavily  subsidized  ratc»,  we  still  only  have  70,000  policy- 
holders. Seventy-seven  percent  of  these  policy  holders  are  residents 
of  only  four  States.  We  believe  that  the  crime  insurance  program  is 
not  of  national  proportions,  demonstrated  by  the  fact  that  there  is 
such  a  limited  policy  base. 

We  have  paid  out  in  claims  nearly  $3  for  every  $1  we  have  col- 
lected in  premiums.  Last  year  we  lost  $25  million  on  this  program, 
and  we  encourage  the  committee  to  adopt  this  recommendation 
that  this  program  be  terminated  as  well. 

We  note  for  the  committee  that  there  are  programs  within  States 
that  can  be  utilized  in  order  to  meet  the  existing  need  for  crime 
insurance. 

Mr.  Chairman,  I  will  allow  this  to  conclude  my  summary  of  the 
testimony  that  I  have  submitted  for  the  record  and  ask  that  we 
turn  it  over  to  Mr.  Thomas,  who  will  now  address  the  issues  of 
flood  plain  management. 

[Mr.  Bragg's  prepared  statement  follows:] 
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Statement  by  Jeffrey  S.  Bragg 
Administrator 
Federal  Insurance  Administration 
Federal  Emergency  Management  Agency 
„  Before  THE     ^ 
Subcowittee  on  Housing  and  CortfjNiTY  Development 
Committee  on  Banking,  Finance  and  Urban  Affairs 
U.S.  House  of  Representatives 
March  25.  1982 

I  AM  Jeffrey  S.  Bragg,  Administrator  of  the  Federal  Insurance 
Administration  (FIA),  which  is  one  component  of  the  Federal  Emergency 
Management  Agency.  I  am  here  before  the  Committee  today  to  address  the 
three  insurance  programs  of  the  Federal  Insurance  Administration;  nmcly^ 
WE  National  Flood  Insurance  Program,  t}€  Federal  Riot  Reinsurance  Progrmi^ 
and  t}€  Federal  Crime  Insurance  Program,  all  three  of  which  respom)  to 
losses  resulting  from  natural  and  manmade  occurrences.  The  three  programs 
provide  DiREa  benefits  and  relief  to  those  who  have  anticipated  the 
possibility  of  their  loss  by  purchasing  policies  of  insurance. 

The  largest  of  we  three  programs  is  we  National  Flood  Insurance 
Program  which  has  nearly  2,000,000  policies  in  force  protecting  dwellings 
and/or  contents  from  loss  by  flood.  The  availability  of  flood  insurance 

IN  A  community  is  DEPENDENT  UPON  WE  COMMUNITY'S  ADOPTING  AND  ENFORCING 
FLOOD  PLAIN  MANAGEMENT  MEASURES.  ThE  RESPONSIBILITY  WITHIN  FEMA  FOR 
ADMINISTERING  WE  FLOOD  PLAIN  MANAGEMENT  ASPECTS  OF  WE  PrOGR/^  IS  ASSIGNED 

TO  WE  Office  of  State  and  Local  Programs  and  Support.  The  Dirktor  of  this 
OFFICE,  Wi,  Lee  M.  Thomas,  is  here  today  and  will  testify  on  those  aspects 
OF  the  Program  following  my  testimony.  Individual  availability  of 

INSURANCE  is  CONDITIONAL  UPON  THE  INSURED  RESIDING  OR  DOING  BUSINESS  WITHIN 

ONE  OF  THE  17,157  COMMUNITIES  PARTICIPATING  IN  THE  PROGRAM  AS  OF  JtHiHCf  3L  198Z. 
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Of  these  oyftJNiTiES.  9.893  are  in  the  Bcrgency  Prxxmh,  which  requires 

A  LESSS^  DEGREE  OF  FUOOD  PLAIN  miNS&ENT  MEASURES  BY  THE  COMMUNITY.  AND 
7.264  ARE  IN  THE  REGULAR  (teGRAM  WHICH  REQUIRES  MORE  EXTB4SIVE  PUXD  PLAIN 
MANAGEMENT  MEASURES  IN  ACCORDANCE  WITH  IDENTIFIED  BASE  PUXD  ELEVATIONS 
IN  THE  AREAS  OF  SPECIAL  FLOOD  HAZARD.  INSURANCE  COVERAGE  IN  FORCE 
NATIONWIDE  AMOUNTS  TO  APPROXIMATELY  ONE  HU^ORED  BILLION  DOLLARS. 

Tt€  Federal  Riot  Reinsurance  Rvxsram  provides  reinsurance  against  the 

PERIL  OF  RIOT  AND  CIVIL  COMMOTION  TO  98  PRIVATE  PROPERTY  INSURANCE  COMPANIES 
IN  NINETEEN  STATES.  A  SUBSTANTIAL  DECLINE  FROM  30O  COMPANIES  INSURED  IN  THE 

1980-1981  coNTRAa  year.  Thirty-five  billion  dollars  of  Federal  Riot 
Reinsurance  is  in  force. 

The  Fb)eral  Crime  Insurance  (teGRAM  provides  burglary  and  rosery 

INSURANCE  TO  APPROXIMATELY  71^000  RESIDENTS  AND  BUSINESSES  IN  27  STATES 

AND  THE  District  of  Columbia.  Rjerto  Rico  and  the  Virgin  Islands,  a  decline 
of  approximately 'ID.OOO  from  the  previous  year.  Eligibility  for  .burglary 

INSURANCE  coverage  IS  CONDITIONED  UPON  THE  INSURED'S  COMPLIANCE  WITH 
protective  REQUIRB€NTS  DESIGNED  TO  DETER  CRIME  LOSSES.  ThERE  ARE  APPROXI- 
MATELY 50.000  RESIDENTIAL  AND  21.000  COMMBICIAL  POLICIES  IN  FORCE  AND 
INSURANCE  IN  FORCE  TOTALS  $576,555,000. 

Because  FGIA's  authority  to  write  new  insurance  policies  urce^  these 

PROGRAMS  EXPIRES  ON  SePTBIBER  3D.  1982.  CONGRESS  IS  FACED  WITH  THE  QUESTION 
OF  WHETHER  TO  EXT^fl)  THIS  AUTHORITY.  ThIS  ADMINISTRATION  RECOMMENDS  T^T 
THE  CURRENT  STATUTORY  AUTHORITY  FOR  THE  FEDERAL  RiOT  REINSURANCE  RROGIWI  AND 

THE  Federal  Crime  Insurance  (^gram  be  permitted  to  expire  and  that  the  runoff 

OF  THE  BUSINESS  ON  EXISTING  POLICIES  BE  ADMINISTERED  UNDER  THE  PROVISIONS 
OF  THE  CURRENT  STATUTE  WHICH  REQUIRE  NO  CHANGE. 
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The  Federal  Riot  Reinsurance  P^osRm  has^  fortunately^  for  t^£  sake 

OF  THE  NATION/  NOT  BEEN  FACED  WITH  PROPERTY  LOSSES  OF  T^  MAGNITUDE  WHICH 
WERE  SUFFB^  BY  !>£  PRIVATE  INSURANCE  MARKET  DURING  T^£  1960'S.  SiNCE 
THE  PROGRAM  WAS  DESIGNED  TO  BE  SELF-SUPPORTING^  PRBIIUMS  HAVE  ALMVYS 
EXCEEDa)  UDSSES.  To  REBUILD  THE  NATIONAL  INSURANCE  DEVELOPMENT  Fuf€)«  WHICH 
\¥^   BEEN  SO  DEPLETED  BY  THE  FH)B^AL  CrIME  INSURANCE  PROGRAM,  RiOT  REINSURANCE 
PREMIUMS  WERE  INCREASED  FOR  THE  1981-1982  CONTRAa  YEAR.  ThE  RB>EAL  BY 

THE  Congress  in  1981  of  portions  of  Section  307  of  tve  Housing  and 
Community  Development  Act  of  1978  w\s  resulted  in  an  increase  by  iwee 

STATES  IN  J}€   NJMBER  OF  STATES  IN  WHICH  THE  REINSURANCE  IS  OFFERED. 

While  a  ^^ucR  reason  cited  for  the  decline  in  t^  number  of  caff>ANiEs 
PURCHASING  Federal  Riot  Reinsurance  was  our  increase  in  the  premium  rate 
FOR  the  Contract  Year  1981-1982^  we  nevertheless  feel  that  this  increase 
does  not  controvert  evidbce  TmT  altbrnative  reinsurance  covsrage  is  being 

FOUrO  READILY  AVAILABLE  IN  T^£  PRIVATE  SECTOR.     In  VIBff  OF  T^£  DIMINISHING 
NEED  FOR  FH)B^AL  RiOT  REINSURANCE,  WE  RECOMMBC  TmT  IT  NOT  BE  EXTBOED 
BEYOTD  SEPTmBBR  1982. 

The  Fb)eral  Crime  Insurance  Program  was  legisuted  by  Congress  aftbi 

A  STUDY  mOE  BY  THE  FeDBRAL  INSURANCE  ADMINISTRATION  IN  1970  IIDICATB) 
THAT  AVAILABILITY  ATO/OR  AFPQRDABILITY  PR0BLB1S  EXISTED  IN  »VUOR  URBAN 

AREAS.  This  progr/^  which  in  1970  was  grafth)  onto  tve  1968  legislation 

AUTHORIZING  THE  FH)BRAL  RiOT  REINSURANCE  PROGRAM,  HAS  BEBI  FINANCED  TWOUGH 

THE  National  Insurance  Development  Fuf€)  into  which  the  prbiiuns  from  both 
Fh)bral  Riot  Reinsurance  am)  Crime  Insurance  are  db>osited.   Over  t\€,  rcARLY 

ELEVB4  YEARS  IN  WHICH  T^£  FEDERAL  CrIME  INSURANCE  PROGRMI  HAS  BEEN  IN 
OPERATION^  IT  HAS  PAID  OUT  IN  CLAIMS  ROUGH.Y  (3  FOR  EVERY  $1  OF  PRBIIUM,  AM) 
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while  making  affordable  crime  insurance  available  as  intended  by  the 
Congress,  it  wvs  consumed  nearly  $138,000,000  of  the  Natiowvl  Insurance 
Development  Fuw).  That  fum)  wvs  been  built  up  thwxjgh  the  receipt  of 
Fe)B^AL  Riot  Reinsurance  premiums  which  have  greatly  exc£H)B)  t>€  /counts 
OF  claims  payable  uroER  that  program.  No  funds  have  ever  been  appropriated 
FOR  T\€  Fb)b^al  Crime  Insurance  Progr/^  am)  at  the  ratio  of  claims  cuRRBfOY 

ANTICIPATB)  \Wm  THE  FB)B^AL  CrIME  INSURANCE  RrOGRAM.  THE  PROGRAM  IS  BEING 
CONTINUED  BY  CALLING  UPON  THE  PROGR/^'s  BORROWING  AUTHORITY.  GiVEN  THE 
RELATIVELY  SMALL  NUMBER  OF  INSUREDS  IN  T\€  PROGRAM,  APPROXIMATELY  75Z  OF 
WHOM  RESIDE  IN  THE  STATES  OF  FLORIDA,  PbMSYLVANIA,  HaSSACHUSETTS,  AM) 

tlEw  York,  Ato  the  lack  of  response  to  public  /»mreness  efforts,  we  believe 

THAT  THE  AUTHORITY  FOR  THE  WRITING  OF  HBH  POLICIES  UTDBl  THIS  PROGR/^  WHICH 

EXPIRES  ON  September  30,  1982,  should  be  permitth)  to  expire.  HA  strongly 

BELIEVES  THAT  T\€  AVAILABILITY  PROBLEMS  OF  REUTIVELY  STVkLL  NUMBBR  OF  INSURR)S 
WHO  HAVE  FELT  A  HSD  FOR  THIS  PROGRAM  COULD  BE  AEDRESSED  AT  THE  STATE  LEVEL. 

The  Natiot^  FLfX3D  Insurance  Program  is  by  far  t>€  largest  of  the  FIA 

PROGRAMS  ANO,   IN  TBV1S  OF  ITS  CONTRIBUTION  TO  T>€  GOAL  OF  FLOOD  PUIN  MAfMGE- 
MENT  AND  LONG  TB^  I^^ZARD  REDUCTION,  WE  BELIEVF  THAT  ITS  CONTINUATION  IS 
CLEARLY  IN  T>€  INTERESTS  OF  T\€  GOVBWMENT  AN)  THAT  ITS  AUTHORITY  SHOULD  BE 
EXTErOH)  BEYOND  THE  Sb>TEMBB^  30,  1982  EXPIRATION  DATE  WHICH  ALL  TWEE  PROGRAMS 
FACE.     In  ORDER  TO  ASSURE  BETTER  PROGRAM  CONTINUITY,  WE  RECOTfChD  A  2-YEAR 
RATHER  THAN  A  1-YEAR  EXTENSION  OF  THE  NRP.    WMf  STffS  HAVE  BEEN  TAKEN  TO 
IMPROVE  THE  EFFICIENCY  OF  THIS  OPERATION  WITH  A  MGRE  ACRmiALLY  BASH) 
PREMIUM  RATE  SCHEDULE,  TIGHTER  CLAIMS  PRACTICES  AM)  IffTOVB)  OVEI^UJ.  MONITORING 
OF  TF£  GROWING  PROGRAM.     VIe  HAVE  TAKEN  STB>S  TO  RB^BCT  WAVE  HEIGHT  IN  CUR 
PRBIIUMS  ON  NEW  CONSTRUCTION  IN  COASTAL  HIQH  HAZARD  V-2DNES. 


Digitized  by 


Google 


2014 


On  Janu/v^  1,  19B1^  rate  increases  averaging  61Z  wb^  applied  to  the 
actuarial  rates  charged  in  j\€  regular  program  am)  the  aedition  of  a 
$20  Expense  Constant  to  the  subsidized  rates  cwrged  in  j\f.  Regular  md 
EiB^ENCY  Program  resulted  in  prbiium  increases  avb^aging  22Z.   MoRecvB)^ 

A  $50  minimum  premium  was  established  which  encourages  the  PURCmSE  OF 

twee  year  policies  to  which  only  one  expense  constant  charge  is  applied. 
On  October  1^  1981^  t^€  subsidized  rates  were  increased  for  t»€  first  time 
since  j\€  hbginning  of  the  program  by  an  avh^age  of  ^.  with  t^ese  rate 
increases^  mc  increases  plamed  for  t»e  future^  we  are  moving  toward  a 
goal  of  bringing  t>e  progr/m  to  m  actuarially  sound  basis  by  1968.  t»€ 
fia  is  atkious  to  encourage  greatb^  private  insurance  industry  participation 
IN  THE  Flood  Insurance  Program  am)  looks  forward  to  initiating  discussions 

WHICH  V«XJJ)  LEAD  TO  STB>S  WHICH  COULD  EVENTUALLY  INVOLVE  THE  INSURANCE 
IMXJSTRY  IN  ACMINISTBIING  SOME  ASPECTS  OF  THE  fFIP. 

This  concludes  my  preparb)  statbent.   n<,  Th>vvs  will  now  aedress  the 

FLOOD  PUIN  MATVSGEMENT  ASPECTS  OF  THE  NATIONAL  FlOOO  INSURANCE  PROGRAM. 
AfTBI  COMPLETION  OF  HIS  TESTIMONY,  WE  WILL  BE  HAPPY  TO  RESPOM)  TO  ANY 
QUESTIONS  TFE  COTtllTTEE  MAY  HAVE  ON  OUR  RESPECTIVE  AREAS  OF  RESPONSIBILITY. 
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Chairman  Gonzalez.  Mr.  Thomas. 

STATEMENT  OF  LEE  M.  THOMAS,  ASSOCIATE  DIRECTOR,  STATE 
AND  LOCAL  PROGRAMS  AND  SUPPORT,  FEDERAL  EMERGENCY 
MANAGEMENT  AGENCY 

Mr.  Thomas.  I  have  also  submitted  and  would  appreciate  having 
included  in  the  record  formal  testimony,  and  I  would  like  to  high- 
light those  remarks  for  you. 

Chairman  Gonzalez.  Without  obiection,  so  ordered. 

Mr.  Thomas.  As  Mr.  Bragg  indicated,  the  Office  of  State  and 
Local  Programs  and  Support  is  responsible  for  the  flood  plain  man- 
agement portions  of  the  national  flood  insurance  program.  That  or- 
ganizational structure  has  allowed  us  to  place  increased  emphasis 
on  flood  plain  management  and  integrate  that  into  an  overall  natu- 
ral hazards  program  within  the  Federal  Emergency  Management 
Agency. 

Within  that  organization,  for  instance,  I  am  also  responsible  for 
the  Disaster  Relief  Act  and  see  on  a  day-to-day  basis  the  impact  of 
flooding  and  the  tragedy  associated  with  flooding  throughout  this 
country.  It  makes  you  realize  the  true  implications  and  the  priority 
that  needs  to  be  established  as  far  as  proper  flood  plain  manage- 
ment is  concerned  throughout  our  Nation. 

Specifically,  our  directorate  is  responsible  for  carrying  out  four 
basic  objectives  under  the  national  flood  insurance  program:  First, 
the  identification  and  study  of  flood  risk  areas  throughout  the 
country;  second,  the  establishment  and  maintenance  of  minimum 
standards  for  flood  plain  management;  third,  the  acquisition  of  se- 
verely or  repeatedly  damaged  flood  properties;  and  finally,  provid- 
ing assistance,  financial  and  technical,  to  States  and  communities 
to  help  them  develop  their  capabilities  and  capacity  to  manage  the 
fiood  plains. 

In  each  of  these  areas  we  have  a  number  of  activities  under  way, 
activities  authorized  by  the  act,  activities  that  are  funded  with  ap- 
propriations provided  by  Congress.  We  are  working  with  over 
20,000  communities  throughout  the  country  and  have  identified 
them  as  fiood-prone  communities  with  specific  fiood  hazards. 

In  over  17,000  communities  we  have  active  participation  in  our 
program.  Nearly  half  of  those  communities  are  in  the  regular  pro- 
gram, with  the  remaining  communities  in  our  emergency  program. 
The  communities  in  the  regular  program  account  for  over  80  per- 
cent of  the  individuals  who  live  in  fiood-prone  areas  of  this  coun- 
try. 

We  do  have  a  specific  problem  relating  to  the  mandate  of  Con- 
gress to  complete  the  specific  fiood  risk  studies.  We  have  proposed 
language  for  reauthorization  of  this  bill  that  would  allow  us  to 
complete  the  fiood  risk  studies  by  1987  as  opposed  to  1983.  We  find 
it  will  be  impossible  to  complete  the  studies  in  all  the  communities 
by  next  year  and  feel  that  we  can,  with  sufficient  appropriations, 
complete  those  studies  by  1987,  which  would  allow  us  then  to  com- 
plete our  major  objective,  which  was  to  do  detcdled  flood  risk  stud- 
ies in  each  of  the  flood-prone  communities  throughout  the  country. 

As  far  as  the  maintenance  of  standards  for  flood  plain  manage- 
ment, we  have  been  working  closely  with  State  and  local  agencies 
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and  communities  in  reviewing  those  standards  and  insuring  that 
they  are  consistent  with  the  proper  flood  plain  management. 

In  the  activities  that  we  have  to  provide  technical  assistance  to 
State  agencies,  we  have  established  that,  as  has  Congress,  as  a 
major  priority  under  the  national  flood  insurance  program  to  work 
closely  with  States  to  try  to  develop  their  capability  and  cap€u;ity  to 
manage  their  flood  plains.  We  feel  that  this  is  a  mayor  effort  that 
we  should  continue.  We  find  quite  an  interest  on  the  part  of  State 
government  to  expand  their  capability  in  flood  plain  management. 
We  are  pursuing  that  actively. 

Finally,  our  1362  program,  or  the  program  for  repeatedly  flooded 
properties,  we  have  found  over  the  last  2  years  since  it  was  author- 
ized to  be  as  cost  effective  as  we  had  anticipated  it  would  be.  We 
have  purchased  over  163  structures  during  the  last  2  years  at  a 
total  cost  of  $9  million.  As  I  indicated,  we  find  it  is  a  cost-efifective 
program  and  we  are  asking  that  its  authorization  be  continued. 

I  think  this  is  a  brief  overview  of  the  programs  that  relate  to 
flood  plain  management,  obviously  a  major  component  and  the 
major  intent  of  Congress  under  the  national  insurance  flood  pro- 
gram. As  Mr.  Bragg  indicated,  we  will  be  glad  to  answer  any  ques- 
tions the  committee  may  have. 

[Mr.  Thomas'  prepared  statement,  on  behalf  of  the  Federal  Emeiv 
gency  Management  Agency,  and  a  letter  from  FEMA  General 
Counsel  George  Jett,  dated  February  23,  1982,  with  enclosed  pro- 
posed legislation  to  extend  the  national  flood  insurance  program, 
follow:] 
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STATEMENT  BT  LEE  H.  THOMAS 

ASSKIATE  DIREaOK 

'  STATE  AND  UCAL  PR06R/VtS  AND  SUPPORT 

FEDEKAL  EMERGENCY  MANAGEMENT  AGENCY 

BEFORE  THE 

SUBCOMMITTEE  ON  HOUSING  /M)  COMMUNITY  DEVELUPMENT 

COMMITTE  ON  BANKING.  FINANCE  AND  URBAN  AFFAIRS 

U-S.  HOUSE  OF  REPRESENTATIVES 

mSQ{25,  1982 

The  National  Flood  Insurance  Progr/m  is  administered  by  tho  organizational 

ENTITIES  within  THE  FEDERAL  BCRGENCY  IVNA6EMENT  AfiENCY:     THE  OFFICE  OF  STATE 

AND  Local  Programs  and  Support,  mhich  I  head  as  Associate  Director;  and.  the 
Federal  Insurance  Administration-  My  office  is  responsible  for  the  flood 

HAZARD  mitigation  ACTIVITIES  OF  THE  PROGR/M.  MHICH  I  WILL  ADDRESS  IN  MY 
PRESENTATION  TO  YOU  TODAY-  ThE  FEDERAL  INSURANCE  ADMINISTRATION  IS  RESPONSIBLE 

for  the  insurance  aspects  of  the  progr/m  which  have  been  described  to  you  by 
Mr«  Jeffrey  S«  Bragg,  the  Federal  Insurance  Administrator- 

i  would  like  first  to  provide  you  with  a  brief  description  of  the  national 
Flood  Insurance  Program  and  its  goals  and  then  I  will  explain  how  the  flood 

HAZARD  mitigation  ACTIVITIES  CARRIED  OUT  BY  FEMA  AID  IN  ACHIEVING  THOSE  GOALS- 

The  National  Flood  Insurance  Program  (NFIP)  is  a  self-help  progr/m  designed  to 
reduce  the  high  costs  of  flood  disaster  assistance-  established  by  congress  in 
1968  under  the  national  flood  insurance  act.  the  program  was  originally 
administered  by  the  department  of  housing  and  urban  development-  broadened  and 
modified  since  then.  it  is  now  administered  by  the  federal  bcrgency  management 
Agency  (FtJlA).  with  FunaioNAL  responsibilities  delegated  within  FEMA  as  I  have 

DESCRIBED  TO  YOU- 
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Congress  created  the  program  to  address  the  problem  of  increasing  annual  flood 
LOSSES-  For  decades  the  national  response  to  flood  disasters  was  generally 
limited  to  building  flood  control  morks  (dams/  levees/  seawalls/  etco  and 
providing  disaster  relief  to  flood  victims-  to  compound  the  problem/  the 
public  could  not  buy  flood  coverage  from  insurance  companies/  and  building 
techniques  to  reduce  flood  damage  to  new  construction  were  often  overlooked* 
In  the  face  of  mounting  annual  flood  losses/  Congress  created  the  program  to 
mitigate  future  damage  and  provide  insurance  against  property  losses  which  00 

OCCUR- 

The  program  works  on  the  basis  of  an  agreement  between  the  Federal  Government 
and  those  flood-prone  communities  that  choose  to  participate  in  the  program* 

The  COMMUNITY  AGREES  TO  ADOPT  AND  ENFORCE  THE  MINIMUM  STANDARDS  REQUIRED  BY 
FEMA  FOR  MITIGATION  OF  FLOOD  LOSSES-  ThE  DETAIL  OF  FLOOD  RISK  INFORMATION 
PUBLISHED  BY  FENA  DETERMINES  THE  EXTENT  OF  REGULATION  BY  A  COMMUNITY  OF  ITS 
FLOOD  HAZARDS-  In  RETURN  FOR  COMMUNITY  FLOOD  PLAIN  mNAGEMENT/  THE  FeOEML 

Government  agrees  to  make  flood  insurance  available  to  individual  property 
owners  as  a  financial  protection  against  flood  damage- 

ThE  program  must  HAVE  COMMUNITY  PARTICIPATION  TO  WORK-  WITHOUT  COMMUNITY 
OVERSIGHT  OF  BUILDING  ACTIVITIES  IN  THE  FLOOD  PLAINS/  THE  BEST  EFFORTS  OF  SOME 
TO  REDUCE  FLOOD  LOSSES  COULD  BE  UNDERMINED  OR  DESTROYED  BY  THE  CARELESS 
BUILDING  OF  OTHERS-  UNLESS  THE  COMMUNITY  AS  A  WHOLE  PRACTICES  ADEQUATE  FLOOD 
HAZARD  MITIGATION/  THE  POTENTIAL  FOR  LOSS  CANNOT  BE  LOWERED  SUFFICIENTLY  TO 
REDUCE  DISASTER  ASSISTANCE  COSTS-  ThE  INSURANCE  RATES  FOR  NEW  CONSTRUCTION  IN 
A  COMMUNITY  DEPEND  ON  HOW  SAFE  THE  STRUCTURE  IS  FROM  THE  ESTIMATED  FLOOD  RISK* 
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This  AGREGNENT  BY  PARTICIPATING  CGMNUNITIES  TO  PRACTICE  AOEOUATE  FLOOD  PLAIN 

management  to  mitigate  future  losses  is  the  cornerstone  to  the  progr/m- 
Congress  did  not  intend  to  subsidize  indefinitely  the  expense  of  the  program* 
If  the  program  is  to  become  financially  self-supporting  as  Congress  intended^ 

WISE  flood  plain  f¥U«AGEMENT  MUST  BE  ACHIEVED  IN  ALL  PARTICIPATING  FLOQD-PRONE 
COMMUNITIES- 

PB1A  AND  THE  States  have  important  roles  in  achieving  the  goal  of  the  NFIP  to 

REDUCE  FLOOD  LOSSES*  FENA  IS  REQUIRED  BY  LAM  TO  IDENTIFY  ALL  FLOOD  HAZARD 
AREAS  AND  NOTIFY  THE  AFFECTED  COMMUNITIES^  ALERTING  THEM  TO  THE  DEGREE  OF 
HAZARD*  FbMA  ALSO  PROVIDES  TECHNICAL  ASSISTANCE  AND  FUNDING  TO  STATES  AND 
LOCAL  GOVERNMENTS  FOR  FLOOD  HAZARD  MITIGATION  PURPOSES*   1N  THE  EVENT  OF  A 
PRESIDENTIALLY-DECLARED  flood  disaster^  FEHA  PROVIDES  DISASTER  ASSISTANCE  AND 

aids  in  recovery  efforts  to  communities  participating  in  the  progr/m*  feha  is 
also  required  by  lam  to  develop  criteria  or  standards  to  encourage  states  and 
local  governments  to  adopt  adequate  measures  for  flood  hazard  mitigation* 

The  Office  of  State  and  Local  Programs  and  Support  is  responsible  for  several 
activities  in  adminstering  the  national  flood  insurance  act  to  achieve  the 

GOALS  SET  FORTH  BY  CONGRESS*  ThESE  ACTIVITIES  INCLUDE:  (I)  IDENTIFYING  AND 
STUDYING  FLOOD  RISK  AREAS;  (2)  ESTABLISHING  AND  MAINTAINING  MINIMUM  STANDARDS 
FOR  COMMUNITY  FLOOD  PLAIN  MANAGEMENT  PROGRAMS;  (3)  ACQUIRING  SEVERELY  OR 
REPEATEDLY  FLOOD  DAMAGED  PROPERTIES;  AND/  (4)  PROVIDING  FINANCIAL  ASSISTANCE  TO 

States  to  develop  their  capabilities  in  flood  hazard  mitigation  activities* 

Section  1360  of  the  Act  requires  FEMA  'to  identify  and  publish  information  with 
respect  to  all  flood  plain  areas/  inauding  coastal  areas  located  in  the  united 
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States^  mhich  have  special  flood  hazards/  and  to  'establish  flooo^isk  zones 
in  all  such  areas/  and  mke  estihates  with  respect  to  the  rates  of  probable 

FLOOD-CAUSED  LOSS  FOR  VARIOUS  FLOOO^ISK  ZONES  FOR  EACH  OF  THESE  AREAS*'  THE 
1968  Act  SET  A  five  year  deadline  for  identification  of  all  flood  PLAIN  AREAS 
AND  A  FIFTEEN  YEAR  DEADLINE  FOR  ESTABLISHING  FLOOO^ISK  ZONES* 

Me  have  IDENTIFIED  FLOOD  HAZARDS  IN  APPROXIMATELY  20^000  CONMJNITIES  AND 
PUBLISHED  MAPS  FOR  THESE  COMMUNITIES*  ThUS^  NE  HAVE  SUCCESSFULLY  COMPLETED  THE 
FLOOD  HAZARD  IDENTIFICATION  REQUIREMENT  OF  THE  ACT*  OF  THIS  TOTAL  NUMBER^ 

AS  OF  January  i\,   1982/  I7J57  communities  with  identified  flood  hazards  have 

CHOSEN  TO  PARTICIPATE  IN  THE  PROGRAM*  9/893  OF  THOSE  COMMUNITIES  PARTICIPATE 
IN  THE  EMERGENCY  PHASE  OF  THE  PROGRAM*  7/264  OF  THE  TOTAL  NUMBER  OF 
COMMUNITIES  PARTICIPATING  IN  THE  PROGRAM  ARE  IN  THE  REGULAR  PHASE*  FOR  MOST 
COMMUNITIES/  REGULAR  PROGRAM  PARTICIPATION  MEANS  THAT  BASE  FLOOD  ELEVATIONS 
HAVE  BEEN  DETERMINED  FOR  THE  IDENTIFIED  FLOOD  HAZARD  AREAS  IN  THESE 
COMMUNITIES*  ALSO/  IN  MANY  OF  THESE  COMMUNITIES  FLOODMAY  DATA  HAS  BEEN 
DEVELOPED* 

WITH  THE  1983  DEADLINE  APPROACHING  FOR  ESTABLISHING  FLOOO^ISK  ZONES  IN  THE 
COMMUNITIES  WHICH  HAVE  NOT  HAD  DETAILED  FLOOD  STUDIES  CONDUCTED/  IT  IS  CLiAR  ME 
WILL  NOT  MEET  THAT  DEADLINE*  MHILE  WEANTICIPATE  WE  WILL  BE  ABLE  TO  CONVERT 
MANY  COMMUNITIES  TO  THE  REGULAR  PHASE  OF  THE  PROGRAM  WITHOUT  DETAILED  ANALYSIS 
OF  THEIR  FLOOD  HAZARDS  BECAUSE  THE  FLOOD  RI8ICS  ARE  CONSIDERED  MINIMAL^  AT  LEAST 
4/500  NEW  DETAILED  STUDIES  MUST  BE  INITIATED  IN  ADDITION  TO  OVER  3#000 
PRESENTLY  UNDERLAY • 

THUS/  WITH  SEVERAL  THOUSAND  DETAILED  STUDIES  RBMININ6/  OUR  NBf  STUDIES 
CANNOT  BE  CONCLUDED  BEFORE  1987*  ThIS  DEADLINE/  OF  COURSE^  ASSUMES  Ni  IMVE 
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sufficient  funds  for  these  renainin6  studies- 

The  prihary  reason  we  have  not  been  able  to  accelerate  flood  studies  is  lack  of 
FUNDING-  Me  have  $32/356^000  for  flood  studies  for  FY  1982-  For  FY  1983/  ne 
have  requested  $^/582/000  for  flood  studies-  Me  are  comnittins  these  limited 
funds  to  the  following  efforts  as  priorities:  studying  only  areas  which  our 
Regional  Offices^  in  cooperation  with  the  States^  have  identified  as  possessing 
high  or  rapid  development;  restudying.  rapidly  growing  high  risk  areas  such  as 
IMDE  COUNTY/  Florida  and  Orleans  and  Jefferson  ParisH/  Ljousisana;  anD/ 
finalizing  coastal  community  studies  including  identification  of  the  wave 
height  hazard- 

We  have  requested  the  Congress  to  extend  the  1983  deadline  for  completing 
flooding  studies  to  1987-  however/  th^  successful  completion  of  the  new 
studies  effort  will  be  dependent  on  the  availability  of  adequate  funds-  me  are 
making  every  effort  to  economize  and  rmintain  the  annual  average  new  study  cost 
OF  $88/000-  Me  are  intensifying  our  search  for  data  developed  by  others  which 

CAN  BE  UTILIZED  IN  THE  PRODUCTION  OF  OUR  FLOOD  STUDIES*  ME  VIEW  THE  STUDY 
EFFORT  AS  ESSENTIAL  TO  THE  LONG-TERM  SUCCESS  OF  THE  PROGR/M-  NNlLE  WE  ARE 
MAKING  EVERY  EFFORT  TO  KEEP  THE  LID  ON  COSTS  AND  EXPLORE  SOME  MEANS  OF 
DEFRAYING  COSTS/  WE  WILL  NEED  ADEQUATE  FUNDING  FROM  THE  CONGRESS  TO  PROVIDE 
SUFFICIENT  FLOOD  RISK  DATA  TO  THE  COMMUNITIES  REMAINING  TO  BE  STUDIED- 

I  HAVE  OUTLINED  FOR  YOU  THE  FLOOD  RISK  DATA  NEEDS  OF  THE  NATION'S  FLOOD-PRONE 
COMMUNITIES/  WHICH  FEflA  IS  ATTEMPTING  TO  MEET-   1  WOULD  NOW  LIKE  TO  BRING  YOUR 
ATTENTION  TO  TWO  OTHER  PROGR/M  INITIATIVES  FEHA  HAS  UNDERTAKEN  TO  REDUCE  FLOOD 
RISKS- 
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One  notbidrthy  and  cost  ^ficieitt  ^fofcr  is  the  sgction  1562  aoouisiticm 
PROJECT-    Section  1362  of  the  National  Flood  Insumnce  Act  of  L968  AinNORiZES 
THE  Director  of  the  Feoerm.  Epcrsency  nAiMfiBorr  Agenct  to  iccotiate  for  the 

purchase  of  certain  flood  DMIAfiED,    INSURED,  PROPERTIES  FOR  SUKBRBTf  TRAIili  Ul 

TO  State  or  local  agencies-    Land  acquired  this  may  is  hjiced  in  urininlni  opbi 

SPACE  use,  free  of  VULNERABILITY  TO  FUTURE  FLOOD  DMAfiE*  ThE  PURPOSE  OF  THE 
section  is,  THEREFORE,  TO  REDUCE  THE  COSTS,  TO  THE  FlOOO  IRSUMMCE  ftlOGINMI  sm 

Disaster  Kelief  Progwm,  of  responding  to  repetitive  flood  losses  mm  to  assist 

INSUREDS  IN  RELOCATING  OUT  OF  THE  FLOOD  PLAIN,  THUS,  BREAKING  TIC  CVCLE  OF 
CONTINUING  FLOODING  AND  REPAIR  OF  INSURED  STRUCTURES*  DURING  TIC  IWD  YEARS  OF 
PROPERTY  PURCHASES  UNDER  THIS  SECTION,  163  PROPERTIES  IN  SIXTEEN  CONPNINITIES 
NERE  ACQUIRED  AT  A  COST  OF  JUST  OVER  $9«U  MILLION* 


Concerning  the  cost  effectiveness  of  the  acquisition  progran,  our  research  nks 
determined  that  the  average  after  insurance  cost  for  acquiring  elisible 

PROPERTIES  ON  A  NATIONNIDE  BASIS,  IN  |98l  DOLLARS,  WILL  BE  I22,000*  TnC 
SUBSIDY  PORTION  ON  INSURANCE  CLAIMS,  IS  OVER  $23,000  IN  l9Br  DOLLARS*  ThIS 

potential  for  savings  does  not  include  those  damages  cowered  by  prblilfftt  as 
well  as  other  costs  to  society  such  as  death,  reduced  productivity,  business 
interruption,  and  the  impact  of  unnecessarily  rebuilding  existing  housinb* 
Evaluation  of  the  initial  two  years  of  the  program  confirms  this  achievement  of 
COST  savings* 

This  year,  FBM  will  concentrate  on  selecting  projects  mnicn  best  meet  the 
selection  factors  in  our  regulations-  for  fiscal  year  1983,  $4*78  million  is 
being  requested  to  continue  the  1362  program* 
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Another  initiative  designed  to  aid  in  achieving  the  goals  of  the  progr/m  is  the 
flood  hazard  mitigation  oriented  state  assistance  program*  successful 
floodplain  management  efforts  require  a  cooperative  intergovernmental  approach^ 
WITH  States  forming  the  key  link*  Recognizing  thiS/  FENA  provides  support  to 
EACH  State  to  encourage  the  exercise  of  their  floqdplain  management 
responsibilities-  such  support  inaudes  annual  financial  assistance;  technical 
assistance/  as  needed;  and  the  sharing  of  expertise/  policies/  and  experiences 
at  an  annual  conference  for  the  states* 

The  State  Assistance  Program  is  designed  to  develop  or  improve: 

-  State  plans  to  perform  intergovernmental  floqdplain  mNAGEMENT 

coordination  activities  and  to  develop  formal  statewide  floodplain 
management  programs; 

-  Statewide  information  networks  that  promote  an  increased  understanding 
of  floodplain  management  concepts  and  techniques;  and 

"  State  programs  to  assist  local  governmental  officials  in  the  mechanics 
of  implementing  and  administering  floodplain  management  programs  thereby 
decreasing  the  need  for  federal  involvement* 

Fiscal  Year  I9&I  State  Assistance  Program  funding  supported  the  following  note 
worthy  activities  underway  during  fy  1982: 

-  the  delivery  of  technical  services  to  local  communities  in  26  states* 

-  the  development  of  new  or  improved  floodplain  mnagement  legislation  in 
15  States* 
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'-  THE  PREPARATION  OF  ASSESaMENT  REPORTS^  INVENTORIES  OR  NIT16ATIQN  FLAM 

IN  26  States* 

-  the  pubucation  of  guidebooks^  hanuals  or  brochures  in  19  states* 

-  the  development.  of  public  awareness  cm1pai6ns  or  mterlals  in  19  states* 

-  the  establishcnt  of  flood  hazard  data  repositories  in  23  states* 

-  the  instruction  of  local  or  state  officials  on  floqdplain  mmbokkt  in 

20  States* 

-  the  delivery  of  information  pacxases  on  THE  NFIP  IN  13  States* 

-  THE  development  OF  TECHNICAL  INSTRUCMENTS/  SUCH  AS  MODEL  ORDINANCES^  IN 

13  States* 

The  Fiscal  Year  1982  funding  will  furth^i  these  and  similiar  activities  in 
additional  states* 

In  FY  1983^  FkNA  proposes  to  initiate  5^  cooperative  abreenents  on  a  73 
Feoeml  2SX  State  cost-sharing  basis  with  the  50  States^  the  DisTRia  of 
Columbia^  ium,  Puerto  Rico#  and  the  Vinbin  Islands*  Continuinb  objectives  for 
this  assistance  progrmf  include: 

-  strengthened  state  enabling  legislation; 

-  development  of  adequate  standards  and  criteria  for  local  rmaationsj 

-  improvement  of  state  and  local  floodplain  regulations; 

-  centralized  and  responsive  information  services  and  data  bounces  in  each 

State; 

-  improved  accessibility  of  the  public  to  information  about  aoqd  nmmdb 

AT  THE  State  and  local  level; 

-  SUBSTANTIAL  INCREASE  NATIONWIDE  IN  THE  NUMBER  OF  Uf»ETENT  IMIIVIBttAtB 
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AT  ALL  LEVELS  OF  GOVERNMENTS/  MHO  ARE  KNOWLEDGEABLE  ABOUT  FLOOD 
HAZARD  MITIGATION  (PARTICUURLY  AT  THE  LEVEL/  MHICH  IS  aOSE  TO  THE 
PROBLEM); 

-  substantial  increase  in  technical  assistance  to  communities  to  maximize 

the  use  of  successful  flood  hazard  mitigation  strategies  and  methods; 

-  sufficient  monitoring  and  evaluation  to  assure  community  compliance  with 

State  and  local  regulations* 

as  me  meet  these  objectives/  we  will  move  closer  to  shifting  greater 
responsibility  to  the  states  for  meeting  the  challenges  created  in  wisely  using 

THE  nation's  flood  PLAINS  AND  PROTECTING  OUR  CITIZENS  AGAINST  FLOOD  DAMAGE* 

Me  know  that  floods  are  the  most  OEVASTING  RECURRING  DISASTER  TO  HIT  OUR 
CITIZENS  YEAR  AFTER  YEAR*  ThE  FLOOD  HAZARD  MITIGATION  ACTIVITIES  ASSOCIATED 

WITH  THE  National  Flood  Insurance  Program  and  administered  by  FEHA  are  designed 

TO  HELP  THESE  PEOPLE  AVOID  THIS  DEVASTATION  CAUSED  BY  FLOODS  AND/  WHEN  IT 
CANNOT  BE  AVOIDED/  TO  RECOVER  AS  QUICKLY  AS  POSSIBLE  WITHOUT  ECONOMIC  RUIN* 
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WadunsioB.  D.a  20*72 

FEB23SS 


Honorable  Tboaas  P.  O'Helll,  Jr. 
Weaker  of  the  House  of  RepresentatlTes 
Vashlnston,  D.C.  20515 

Dear  Mr.  Speaker: 

Enclosed  Is  proposed  legislation  which  would   

Flood  Insurance  Program  under  the  national  noSFISmSnauSi 
of  1968,  as  anended. 

Section  (a)  of  the  bill  anends  section  I319  of  the  national 
Flood  Insurance  Act  of  1968  to  extend «  until  Septeaber  30 9  198^ « 
the  period  d\iring  which  new  contracts  for  flood  insurance  aay 
be  entered  into.  Authority  under  current  law  to  issue  pollelas 
expires  on  Septeaber  30 «  1982. 


The  program  will  benefit  by  the  confidence  in  the  program*  a 
long-term  prospects  which  the  proposed  two-year  extension  will 
instill  in  insurance  agents  and  brokers  doing  business  vlth  the 
program.  The  availability  of  coverage  at  a  reason«bl«  eoat  la  a 
necessary  incentive  to  adoption  by  conaunities  of  adequmte  land 
use  and  flood  -control  measures  and  to  ftirtharlng  prodant  lending 
practices  by  Federally  regulated  lenders  and  Federal  acanciaa. 
Provision  of  flood  insurance  through  the  private  aector  will 
not  be  realised  until  loss  mitigation  has  been  substantially 
accomplished  through  the  flood  elevatioh  rate  mapa  neeeaamry 
for  actuarial  ratemaking  for  flood  inaurance  have  bean  eomplated, 
and  the  program  is  on  a  self-supporting  basis  through  the 
establishment  of  actuarially  sound  flood  insuranoa  rates. 

In  this  connection «  a  two-year  extension  is  vary  daslnibla  from 
the  standpoint  of  the  Administration's  goal  of  minimising 
government  involvement  in  the  National  Flood  Ihauranee  Parogram 
(NFIP).  FENA  is  already  working  with  insurance  industry  trade 
associations,  insurers  and  the  principal  insurance  rating 
organisation  in  efforts  to  perfect  the  operation  of  the  n(IP» 
improve  -the  relationship  between  the  private  sector  and  t$a  w 
Government,  and  develop  options  for  providing  a  structure'  tor^    ^ 
interim  and  longer  term  industry  participation  In  the  lOnP.  S  m 

Section  (b)  of  the  bill  amends  section  1336  of  the  National  ^L  h} 
Flood  Insurance  Act  of  I968  to  extend  until  Septeaber  30v  1981.^ 
the  period  during  which  Federally  aubaldised  flood  inani^nooTMy^ 
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be  provided  in  communities  for  which  actuarial  rates  and  flood 
hazard  elevation  studies  have  not  yet  been  completed.  Authority 
under  current  law  will  expire  on  September  30,  1982.  The 
extension  to  September  30,  198'!,  for  the  emergency  program  is 
necessary  for  the  continued  availability  of  the  benefits  of 
Federally  subsidized  flood  Insurance  in  communities  identified 
as  areas  of  special  flood  hazard  but  for  which  the  more  precise 
rate  maps  necessary  for  conversion  to  the  regular  flood  insur- 
ance program  have  not  yet  been  conqpleted.   Provision  of  the 
subsidized  rates  under  section  1336  is  conditioned  upon  a 
community's  having  adopted  at  least  minimal  standards  for  flood- 
plain  management.  Failure  to  extend  the  authority  in  this  regard 
would  constitute  breach  of  faith  by  removing  availability  of 
needed  flood  insxirance  protection  from  over  17,000  participating 
communities  and  result  in  a  loss  of  important  incentives  for 
localities  to  adopt  measures  against  unsafe  new  constznictlon  in 
areas  of  special  flood  hazard. 

Section  (c)  of  the  bill  extends  the  date  of  completion  of  all  of 
the  studies  needed  to  determine  elevations  from  August  1,  1983 > 
(or  fifteen  years  after  the  National  Flood  Insurcuice  Act  took 
effect)  to  September  30,  198? •   An  extension  of  time  is  needed  to 
complete  these  studies. 

The  Office  of  Management  and  Budget  advises  that  there  is  no 
objection  from  the  standpoint  of  the  Administration's  program  to 
the  submission  of  this  legislation  for  the  consideration  of  the 
Congress  and  that  its  enactment  would  be  in  accord  with  the 
program  of  the  President. 


Sincerely , 


Oeorm  Jett 
Qeneraj.  Counsel 


Enclosure 
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To  aarad  the  national  Flood  bnranea  Aet  of  I968, 
as  aaendedy  to  ezteod  certain  astlwrltles  ttacronnter^ 
and  for  otbar  xwrpoaaa. 

Be  it  enacted  by  the  Senata  and  'Houaa  of  Ttepraaadt^tly 

of  the  United  States  of  Aaerica  in  Congreaa  aeaeaMed^  Tha.^ 

the  Mational  nood  Inauranee  Aet  of  19M«  aa  aaendad^  la 

fl 
farther  aaended: 

(a)  by  ktriking  out  "Septeaber  30,  1982  in  aeetlon  1319 
(HO  U.S.C.  I1026)  and  inserting  in  lieu  thereof  "Saptaabar  30» 
19BII-; 

(b)  by  atrlkins  out  *Septeaber  30»  1982"  in  aael^loa  1S36(«) 
(40  U.S.C.  11056(a))  and  inaertins  "Saptcaber  30,  1984*  la  Um  ' 
thereof; 

(e)  by  deleting  the  words  "within  fifteen  yaan  of  maph 
date"  in  section  1360(a)(2)  (HO  U.S.C.  11101(a)(2)) 
inserting  in  lieu  thereof  "by  Septeaher'30,  1987**' 


Digitized  by 


Google 


2029 


Chairman  Gonzalez.  Thcmk  you  very  much,  Mr.  Thomas.  The 
only  question  I  have  really  is  for  Mr.  Bragg,  inasmuch  as  you  are 
recommending  that  we  not  extend  the  crime  and  the  riot  reinsur- 
ance programs,  is  it  your  thinking  that  there  is  no  continuing  need 
for  this  kind  of  program,  and  if  it  is,  are  you  of  the  opinion  that 
such  need  as  may  be  can  be  taken  care  of  by  the  private  insurance 
market? 

Mr.  Bragg.  Mr.  Chairman,  you  are  correct  in  your  assiunption 
that  I  am  recommending  that  there  is  not  a  need  for  this  program 
at  the  Federal  level.  It  may  be  possible  in  those  areas  where  Uiere 
are  still  niunbers  of  insured's  within  our  program  that  they  would 
have  to  seek  coverage  from  the  private  sector  or  perhaps  through 
some  State  programs  that  could  be  instituted. 

Chairman  Gonzalez.  Actually,  though,  as  you  know — and  I 
think  you  fully  realize — the  States  seem  to  be  carrying  the  bulk  of 
the  pn^am.  Does  that  not  indicate,  though,  that  you  just  do  not 
find  private  insurance  companies  are  offering  this  kind  of  insur- 
ance at  affordable  rates? 

Mr.  Bragg.  Mr.  Chairman,  if  I  could  elaborate  briefly,  I  believe 
that  in  most  States  in  this  country  there  is  afford£d>le  crime  insur- 
ance available.  There  are  also  a  niunber  of  States  that  provide  this 
sort  of  coverage  through  their  coverages  in  the  State  FAIR  plans, 
for  example.  Additionally,  two  States  have  initiated  programs  of 
their  own,  those  being  Michigan  and  New  Jersey. 

What  I  am  recommending  is  that  those  States  that  feel  they 
have  a  high  concentration  of  constitutents  who  cannot  obtain  in- 
surance through  the  private  market  should  work  with  the  private 
insurance  industry  to  structure  one  of  those  two,  or  perhaps  an- 
other solution  to  their  problems;  but  States  have  b^un  to  meet 
this  obligation  already,  and  alternatives  are  available  to  them. 

Chairman  Gonzalez.  Do  you  have  any  recent  dociunentation  of 
this?  Last  year  we  had  extensive  hearings,  and  the  testimony  pre- 
sented overwhelmingly  showed  that  there  is  a  continuing  desperate 
need  for  this  insurance,  in  fact,  and  that  short  of  the  national  Fed- 
eral program,  there  just  is  no  insurance  available  in  the  private 
sector  at  affordable  prices. 

I  just  wonder  if  your  recommendation  is  based  on  some  documen- 
tation showing  a  contradiction  to  the  testimony  we  received,  or 
whether  it  is  urged  on  by  your  budgetary  exigencies  and  the  fact 
that  the  level  of  cost  at,  I  think  you  said,  $25  million  is  unaccepta- 
ble. 

Mr.  Bragg.  Mr.  Chairman,  part  of  our  recommendation  is  based 
on  the  fact  that  the  program  lost  $25  million  last  year.  It  is  also 
based  on  the  analysis  of  the  statistical  information  available  to  us; 
specifically,  the  fact  that  although  the  program  has  been  in  effect 
for  10  years  and  experiences  very  heavily  subsidized  rates,  there 
are  still  across  the  coimtry  only  70,000  policyholders  in  the  pro- 
gram. 

Additionally,  I  might  add,  Mr.  Chairman,  that  in  the  course  of 
the  last  year  we  have  seen  a  decline  in  the  number  of  our  policy- 
holders by  nearly  12,000.  So  to  summarize,  my  recommendation  is 
based  on  an  analysis  of  statistical  information  avaUable  on  the  pro- 
gram, as  well  as  a  consideration  for  the  very  substantial  losses  in 
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the  program  in  the  past  year,  and,  in  fact,  for  the  entire  history  of 
the  program. 

Chainnan  Gonzalez.  Well,  the  reason  I  raise  that  is  that  in  ei- 
amining  vour  statement,  I  see  no  reference  to  our  bill  H.R.  5731. 
Are  you  tamiliar  with  what  we  are  suggesting  in  the  bill? 

Mr.  Bragg.  Yes,  sir. 

Chairman  Gonzalez.  And  you  do  not  see  any  wisdom  to  the 
provison  of  $50  million  for  reimbursing  the  insurance  fund?  Yoa 
have  evaluated  that? 

Mr.  Bragg.  Yes,  sir,  Mr.  Chairman.  We  have  reviewed  your  leg- 
islation, and  quite  honestly,  we  would  still  recommend,  alter  that 
review,  that  this  problem  is  one  which  has  been  handled  in  many 
States  so  that  there  is  a  mechanism  available  to  other  States  to 
follow  along  those  lines  and  to  adopt  programs  where  needs  eodst 
rather  than  to  focus  on  a  program  that  is  national  in  scope. 

Chairman  Gonzalez.  You  do  not  really  mean  many  States. 

Mr.  Bragg.  No,  sir.  I  think  there  may  be  a  problem  in  only  a  few 
States. 

Chairman  Gonzalez.  You  referred  to  many  States  having  efifeo- 
tive  programs  available. 

Mr.  Bragg.  Specifically,  there  are  two  States  which  have  their 
own  crime  insurance  programs,  and  there  are  five  States  which  in- 
clude crime  insurance  coverage  in— through  their  FAIR  plans. 
There  are  many  States  which  are  not  even  participating  in  our 
Federal  crime  insurance  program,  and  therefore  have  not  seen  the 
need  either  to  institute  programs  of  their  now,  nor  to  participate  in 
the  Federal  program. 

Chairman  Gonzalez.  Mr.  Wylie? 

Mr.  Wyue.  Thank  you,  Mr.  Chairman.  I  just  wanted  to  congratu- 
late both  of  you  for  excellent  presentations.  Your  first  appearance 
before  the  committee  has  Rone  very  well,  indeed. 

I  happen  to  be  one  of  those  who  wants  to  associate  myself  with 
your  recommendations,  both  on  riot  insurance  and  crime  insur> 
ance.  I  have  been  saying  for  sometime  this  should  be  phased  out  as 
a  Federal  program,  so  I  am  prepared  to  follow  your  reoommendar 
tions  and  try  to  help. 

I  do  have  one  question  I  would  like  to  submit  for  the  record  on 
the  EDS  Federal  Corp.,  Mr.  Chairman.  I  am  doing  that  because  I 
must  leave  for  the  airport  to  get  a  5  o'clock  plane. 

Chairman  Gonzalez.  Without  objection,  so  ordered.  Have  a  safe 
trip. 

[Congressman  Wylie  submitted  the  following  question  which  i^ 
pears  with  the  response  of  Mr.  Bragg:] 

Quettion,  As  I  undentand  it,  the  flood  insuranoe  program  waa  ooawtad  firam  a 
joint  induatrv/govemment  arrangement  to  a  totalkr  government  ooatroUadpw 
in  1978.'  At  uiat  time,  the  contract  for  <^)erating  the  program  tfarou^  EDB  A 
Corporation  was  for  approximately  $10  to  $11  million  for  eadi  of  the  lint  imo  i 
1978and  79. 

Could  you  tell  ua  exactly  how  much  that  contract  haa  actually  ooat  for  eadi  of  the 
years  since  1978  and  what  do  you  expect  the  next  year's  contract  to  ooat?  Aba  < 
you  provide  us  with  the  number  of  policies  in  existence  in  eadi  of  thoae  jmadf 


Him  do  you  justify  these  increases  when  your  peojple-^  and  I  laamjoa 


there  at  the  time--made  such  a  Ug  deal  about  assurmg  Coogrsas  that 

costs  were  aocurate  in  the  foce  of  serious  doubts,  partiwilariy  ftrom  Bepuhiican 
hers  of  this  committee? 
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Answer. 

Oonlnct  yw  (Nov.  4-llBvJ)  AcMooit        ''^^ 

1-1978 . $13,588^14  1362.596 

2—1979 15,6914146  1,757,976 

3-1980 23,500,920  1,922,802 

4-1981 27,447,472  1^79,546 

5-1982> •27.180345  1,972^00 

*  Owtact  jfBaf  «Hb  Stpt  30. 1982. 

The  increase  in  contract  costs  evident  in  contract  years  3  and  4  above  are  attrib- 
utable largely  to  an  unusually  large  number  of  ckums  processed  during  contract 
year  3,  systems  enhancements  undertaken  during  contract  yean  3  and  4,  and  the 
unforeseen  impact  of  inflation  on  contractor  operating  expenses  during  this  period. 

The  m£gor  enhancement  instituted  during  contract  years  3  and  4  was  a  new  busi- 
ness system  for  processingpolicy  applications.  This  93nstem  became  operable  in  Jan- 
uary 1981,  and  aUowed  EDSF  to  reduce  its  policy  processing  staff  by  60  during  con- 
tract year  4. 

Chairman  Gonzalez.  Thank  you  very  much,  Mr.  Thomas,  Mr. 
Bragg,  we  appreciate  your  testimony. 

Mr.  Bragg.  Thcmk  you,  Mr.  Chairman. 

Chairman  Gonzalez.  I  would  proceed  with  the  witnesses  and  ask 
them  to  proceed.  Mr.  Richard  Martinez,  vice  president  of  the  Na- 
tional Hispanic  Housing  Coalition;  Ms.  Robin  Shields,  National 
Coi^ress  of  American  Indians;  Mr.  C.  O.  Smith,  Jr.,  chairman  of  the 
hoard,  Manufadured  Housing  Institute,  represenOhg  the  Coordi^ 
nating  Council  on  Manufactured  Housing  Finance;  and  Mr.  E. 
Morgan  Williams,  president  of  the  Cooperative  League  of  the  United 
States^ .  

Ms.  Shield.  No,  it  is  not,  Mr.  Chairman. 

Qiairman  Gonzalez.  Thank  you,  the  record  should  indicate  that 
you  are  substituting  for  Mr.  Andrade. 

Ms.  Shield.  Yes,  I  am. 

Chairman  Gonzalez.  Would  you  mind  identifying  yourself  for 
the  record  and  then  we  will  recognize  Mr.  Martinez. 

Ms.  Shield.  I  am  Robin  Shield,  housing  coordinator  for  the  Na- 
tional Congress  of  American  Indians,  and  I  am  here  in  place  of  Mr. 
Andrade. 

Chairman  Gonzalez.  I  recall  that  you  had  been  here  before  with 
Mr.  Andrade.  Thcmk  you  very  much. 

Mr.  Martinez,  we  recognize  you.  Thank  you  very  much  for  vour 
continuing  help  and  support,  and  your  very  valuable  research.  It 
may  be  that  you  wish  to  summarize  your  statement.  The  presenta- 
tion you  made  last  year  was  superb,  because  of  the  lateness  of  the 
hour,  you  may  wish  to  summarize  vour  statement.  We  wiU  present 
your  entire  written,  prepared  text  for  the  record. 

Mr.  Martinez.  I  will  be  glad  to  do  that,  Mr.  Chairman. 

STATEMENT  OF  RICHARD  J.  MARTINEZ,  VICE  PRESIDENT  OF 
OPERATIONS,  NATIONAL  HISPANIC  HOUSING  COALITION 

Mr.  Martinez.  Congressman  Gonzalez,  and  members  of  the 
House  Subcommittee  on  Housing  and  Community  Development: 
My  name  is  Richard  Martinez,  and  as  indicated  before  I  am  with 
the  National  Hispanic  Housing  Coalition.  It  is  my  pleasure  to  pres- 
ent before  this  subcommittee  testimony  in  support  of  the  provisions 
contained  in  H.R.  5731. 
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I  would  like  to  commend  the  authors  of  this  bill  for  proposing 
legislation  that  is  both  sympathetic  to  the  housing  problems  of  this 
Nation's  low-income  population  and  beneficial  to  the  devastated 
housing  industry.  I  must  also  congratulate  the  cosponsors  of  the 
bill  for  their  boldness  in  presenting  an  alternative  to  the  adminis- 
tration's proposjEds,  especially  at  a  time  when  expressing  discontent 
over  the  administration's  economic  recovery  program  is  unpopular. 

The  NHHC  has  testified  on  various  occasions  before  this  commit- 
tee. I  will  therefore  refrain  from  describing  in  detail  the  history  of 
this  organization.  But  since  I  do  represent  the  National  Hiqnnic 
Housing  Coalition,  I  think  I  would  be  remiss  if  I  did  not  point  out 
some  information  concerning  the  Hispanic  population. 

Hispanics  are  the  fast^tt-growing  and  most  ethnically  diverse  mi- 
nority group  in  the  Nation.  According  to  the  1980  census  report, 
the  number  of  Hispanics  living  in  the  United  States  increased  by 
65  percent.  This  ngure  does  not  reflect  the  8.6  million  Puerto 
Ricans  living  in  the  Commonwealth  of  Puerto  Rico.  Should  this 
kind  of  increase  continue,  and  all  studies  indicate  that  it  will,  the 
Hispanic  population  in  this  coimtry  will  reach  20  million  by  1986 
and,  it  is  estmiated,  at  41  million  by  the  year  2000. 

Unfortunatelv,  while  Hispanics  have  surpassed  other  groups  in 
terms  of  growth  rate,  we  still  remain  the  forgotten  people.  Ac- 
cording to  all  available  statistics,  25  percent  of  all  Hispanics  earn 
incomes  which  place  them  below  the  poverty  level.  At  least  15  per- 
cent of  all  Hispanic  families  are  subsisting  on  an  annual  income  of 
less  than  $4,100.  As  a  result,  it  is  almost  impossible  for  Hispanics 
to  buy  their  own  homes.  Therefore,  we  find  tnat  approximately  58 
percent  of  all  Hispanics  are  renters.  As  renters,  th^  are  forced  to 
rely  on  others  for  housing  improvements.  Therefore,  it  is  no  sur- 

Erise  and  should  not  be  an^  surprise,  that  the  rate  of  substandard 
ousing  among  Hispanics  is  thi^  times  higher  than  that  for  the 
rest  of  the  population,  with  44  percent  of  all  Hispanic  families 
living  in  substandard  housing. 

Although  I  am  here,  and  I  continue  to  come  here,  advocating  the 
needs  and  concerns  of  Hispanics,  I  do  want  to  make  it  dear  that 
Hispanics  are  not  alone  in  the  current  housing  crisis.  The  current 
housing  crisis  is  affecting  everyone  from  consumers  to  producers. 
There  is  apprehension  in  all  sectors.  Everybodv  is  desperata  Every- 
body is  fearful  of  a  depression.  And  everybody  wante  some  assure 
ances  that  in  the  near  future  the  housing  market  will  xMain  its 
strength  so  that  once  again,  all  Americans  can  look  forward  to  safe 
and  sanitary  housing.  Everyone  wants  safe^  and  tranquility,  auod 
yet,  the  administration  has  been  unable  to  mtroduce  stability  into 
a  rational  housing  polipy. 

During  times  dr  crisis,  the  people  historically  have  turned  to  the 
Government  for  help.  This  time  the  Government  is  sajring  na 
There  are  more  than  8  million  families  that  rely  on  Govenunent 
assistance  to  help  them  pay  rent,  and  there  are  tliousands  more 
which  are  currently  living  m  substandard  and  overcrowded  hous- 
ing waiting  for  a  subsidized  unit  to  become  vacant  or  a  new  one  to 
be  built  Imfortunately,  at  a  time  when  decent  and  affordable  shel- 
ter is  desperately  needed  to  house  Hispanics  and  other  minoritiesi 
the  administration  proposes  to  end  some  of  its  most  active  produc- 
tion programs. 
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The  most  drastic  change  is  the  request  to  end  the  section  8  new 
construction  and  substantial  rehab  programs.  The  administration 
has  stated  that  such  programs  are  too  expensive  to  continue  and  it» 
therefore,  proposes  to  cancel  units  already  approved  under  section 
8  and  public  housing  programs. 

We  understand  the  administration's  rationale  for  wanting  to 
keep  program  costs  down  in  order  to  reduce  Federal  outlays.  We 
have  always  supported  the  goal  of  a  fiscally  responsible  govern- 
ment, but  at  the  same  time,  it  has  also  argued  that  such  fiscal  poli- 
cies must  be  socially  responsible.  Both  are  obligations  of  Govern- 
ment. H.R.  5731,  a  bill  which  we  support,  provides  in  our  opinion  a 
constructive  and  effective  alternative  for  addressing  our  current 
housing  crisis  in  a  way  that  is  both  physically  and  socially  sound 
and  provides  a  direct  benefit  to  all  Americans. 

The  bill  also  serves  as  a  reminder  to  all  of  us  that  the  Govern- 
ment can  commit  itself  to  insuring  that  all  Americans  have  access 
to  safe,  decent,  sanitary  and  affordable  homes. 

We  are  particularly  impressed  by  the  proposed  multifamily 
rental  housing  program  provision  because  it  is  aimed  at  assisting 
not  only  the  very  poor  but  also  those  of  moderate  income.  The 
NHHC  has,  since  its  creation,  professed  that  through  the  formation 
of  public/private  ventures,  the  needs  of  Hispanics  can  be  met  in  a 
way  that  is  beneficial  to  both  business  and  the  community. 

There  are,  however,  Mr.  Chairman,  some  recommendations  we 
would  like  to  make  to  you  and  the  committe  concerning  the  multi- 
family  rental  housing  program.  First,  we  feel  that  the  percentage 
of  the  units  reserved  for  low-income  families  in  a  federalW-assisted 
project  should  possibly  be  increased  from  20  percent  to  40  percent. 
Additionally,  to  insure  that  the  federally-assisted  units  remain  in 
the  rental  market,  we  feel  there  shoula  be  a  provision  requiring 
that  all  lower-income  units  remain  as  rentals  for  30  years  unless 
sold,  under  limited  equity  arrangements,  to  their  occupants.  If  en- 
acted, these  changes  would  provide  not  only  additional  affordable 
housing  units  for  low-income  families,  but  also  would  provide  ap- 
propriate long-term  safe^ards  designed  to  prevent  families  from 
being  displaced  from  their  homes. 

The  potential  social  and  economic  benefits  of  homeownership  are 
widely  acknowledged.  Homeownership  provides  a  pride  of  owner- 
ship in  the  family,  adds  to  community  stabilization,  provides  local 
governments  with  additional  revenue  in  the  form  of  property  taxes 
and  stimulates  the  commercial  sector,  particularly  those  engaged 
in  home  construction  and  maintenance. 

As  I  indicated  earlier,  the  problem  of  affordability  transcends 
income,  race,  age  and  sex.  It  generally  affects  everyone  in  this 
country.  Hardest  hit  of  all,  however,  are  the  low-  and  moderate- 
income  families  who  now,  more  than  ever  before,  are  forced  to 
admit  that  their  dream  of  homeownership  wiU  never  be  realized  in 
their  lifetime,  and  possibly  even  in  their  children's  lifetime. 

Because  of  this,  we  strongly  support  the  homeownership  provi- 
sions in  H.R.  5731.  We  feel  that  thiis  is  a  very  important  first  step 
in  opening  up  once  again  homeownership  opportunities  for  many 
more  Americans. 

While  we  recognize  the  value  of  homeownership,  we  are  also 
acutely  aware  of  the  fact  that  public  housing  represents  the  only 
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source  of  affordable  housing  for  millions  of  low-income  families.  As 
a  former  director  of  hiunan  resources  for  the  San  Antonio  Housing 
Authority,  I  can  personally  attest  to  the  important  role  that  public 
housing  plays  in  providing  shelter  to  many  families  who  without  it 
would  be  forced  to  seek  shelter  in  a  market  that  is  unable  and,  to  a 
great  extent,  imwilling  to  provide  for  their  housing  needs. 

The  provisions  for  additional  units  of  low-rent  public  housing  and 
also  for  modernization  and  operating  subsidies  I  think  are  another 
indication  of  the  commitment  of  the  office  to  continue  the  very  val- 
uable program.  Again,  for  that  reason  we  support  it. 

Even  though  the  housing  crisis  in  urban  areas  is  severe — and  the 
bill  will  address  many  of  the  urban  housing  concerns — ^what  we 
like  about  it  is  that  it  includes  provisions  for  rural  and  farm 
worker  families  as  well  whom,  you  have  heard  us  testify  before, 
Mr.  Chairman,  represent  really  those  individuals  in  that  segment 
of  the  population  which  live  in  housing  conditions  which  are 
among  the  most  deplorable  in  the  coimtry.  And  without  a  doubt, 
when  we  talk  about  rural  housing  needs  and  the  rural  segment,  we 
cannot  ignore  the  fact  that  Hispanic  farm  workers  are  among  the 
worst  housed  segment  in  the  entire  Hispanic  population. 

Again,  I  would  just  like  to  state  that  our  support  for  this  bill 
comes  from  the  fact  that  after  an  analysis,  we  see  that  it  does  ad- 
dress as  best  as  possible  imder  these  conditions  the  housing  not 
only  needs  but  aspirations  of  all  Americans. 

That  concludes  my  summary,  Mr.  Chairman.  I  would  be  glad  to 
answer  any  questions  you  may  have. 

[Mr.  Martinez'  prepared  statement,  on  behalf  of  the  National 
Hiispanic  Housing  Cosdition,  follows:] 
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STATEMENT  OF 

RICHARD  J.  MARTINEZ 
ON  BEHALF  OF 

NATIONAL  HISPANIC  HOUSING  COALITION 
(NHHC) 


BEFORE  THE  SUBCOMMITTEE  ON  HOUSING  AND  COMMUNITY  DEVELOPMENT 
COMMITTEE  ON  BANKING.  FINANCE  AND  URBAN  AFFAIRS 

MARCH  25.  1982 
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develop  housing  and  community  development  knomledge  and  skills  by  providing 
training  and  technical  assistance-  additionally^  we  disseminate  information^ 
identify  funding  sources^  and  serve  as  a  catalyst  in  forging  cooperative 
partnerships  between  cbos  and  state  and  local  units  of  government-  since  its 
inception^  the  nhhc  has  been  aware  of  the  need  for  such  cooperative  endeavors 
so  that  communities  can  determine  their  own  solutions* 

The  NHHC>  through  feedback  from  its  established  nations,  chapter  network^ 

IS  in  a  position  to  UNDERSTAIi)  AND  ARTICULATE  THE  PROBLEMS  FACED  BY  HlSPANICS 
IN  THEIR  QUEST  TO  OBTAIN  SAFE^  DECENT^  AND  AFFORDABLE  HOUSING-  ThE  NHHC 

National  Chapter  Network  is  representative  of  all  Hispanic  groups  and  is 
comprised  of  16  local  chapters  representing  389  hlspanic  cbos>  as  well  as 
state  and  local  agencies-  currently^  there  are  local  chapters  in  the  states 
OF  New  York>  Florida^  Connecticut^  JV^ssachusetts^  Texas>  New  Mexico^  Arizona^ 
California^  Washington^  Colorado^  Michigan^  and  the  Commonwealth  of  Puerto 
Rico- 

hispanics  are  the  fastest  growing  and  most  ethnically  diverse^  minority 

group  IN  THE  NATION-  ACCORDING  TO  THE  1980  CENSUS  REPORT^  THE  NUMBER  OF 
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rilSPANICS  LIVINB  IN  TIC  UNITED  STATES  INOCASED  BV  6SE  KTOEEN  1970  AND  1980^ 
BRINGING  THE  TOTilL  TO  IS  RILLION*       ThIS  FIGURE  DOES  NOT  MBUECf  THE  3-6 
MILLION  f^JERTO  RiCAMS  LDflNB  IN  TIC  CaNNMMEM.TH  OF  KCRTO  RlCO*     SNOULO  THIS 
INCREASE  CONTINUE^  AW  ALL  STUDIES  PROJEa  THAT  IT  WILL/     THE  HISPANIC 
POPULATION  WILL  REACH  20  MILLION  BY  1986  AM)  41  MILLION  Wf  THE  YEAR  2«000- 

Unfortunately^  itiiLE  Hispanics  have  surpassed  other  groups  in  terms  of 

GROMTH  RATE  THEY  STILL  RB4AIN  A  'FORGOTTEN  PEOPLE**  ACOORDINB  TO  AVAILABLE 

statistics  2SX  of  mj.  Hispanics  earn  incomes  wich  place  thb*  belom  the 

POVERTY  LEVEL^  AS  CQMPARB)  TO  ON.Y  15X  FOR  THE  GENERAL  POPULATION*  Al  LEAST 

15X  OF  ALL  Hispanic  families  are  subsisting  on  an  annual  inome  of  less  than 
ViilOO-  Such  incomes  make  it  impossible  for  Hispanics  to  purchase  their  own 
homes*  As  a  result^  approximately  58Z  of  Hispanics  are  renters^  as  compared 
TO  3SI  OF  the  general  population-  As  renters^  Hispanics  are  forced  to  rely 

UPON  others  R)R  housing  improvements*   It  IS^  therefore^  no  SUPRISE  THAT  THE 

RATE  OF  SUBSTANDARD  HOUSING  AMONG  HiSPANICS  IS  BETWEEN  TWO  AND  THREE  TIMES 

t 
HIGHER  THAN  THAT  FOR  THE  REST  OF  THE  POPULATION^  WITH  <M  OF  MJ.  HISPANIC 

FAMILIES  LIVING  IN  SUBSTANDARD  HOUSING*  ADDITIONALLY^  MORE  THAN  20K  OF  THE 
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UNITS  IM1ABITED  BY  HiSPANICS  COffTAIN  PHYSICAL  INADGQIMCIES^  PARTlCULAItLY 
PLUMBING^  KITCHEN^  AND  HEATIN6  DEFICIENCIES* 

The  current  housing  crisis  is  AFFEaiNs  everyone  involved— frqn  consumers 
TO  producers.  Today  the  construction  of  a  nem  single  family  home  stands  at 
1/3  the  level  it  stood  in  1977-  The  construction  of  single  and  multifamily 
housing  is  less  than  half  mhat  it  was  in  1977*  The  housing  that  is 
constructed  is  likely  to  rbiain  unsold  since  the  interest  rates  make  it 

prohibitive  for  a  FMflLY  OF  LOW  AND  MODERATE  INCOME  MEANS  TO  PURCHASE  IT*  ThE 

BANKS  THEMSELVES  CAN'T  AFFORD  TO  LOWER  THEIR  INTEREST  RATES^  AND  ALREADY  THERE 

IS  MUCH  FEAR  THAT  MANY  SAVINGS  AND  LOANS  WILL  GO  BAMCRUPT*  ThERE  IS 

APPREHENSION  IN  ALL  SEaORS;  EVERYBODY  IS  DESPERATE^  EVERYBODY  IS  FEARFUL  OF  A 

DEPRESSION^  AND  EVERYBODY  WANTS  SOME  ASSURANCES  THAT>  IN  THE  NEAR  FUTURE^  THE 

HOUSING  mRKET  WILL  REGAIN  ITS  STRENGTH*  EVERYBODY  WANTS  DOMESTIC  TRANMII* 

LITY.  AnO^  YET^  NOBODY  HAS  BEEN  ABLE  TO  INDUCE  STABILITY  THROUGH  A  RATIONM. 

HOUSING  POLICY* 

X 

During  times  of  crisis^  the  peopu  turn  to  sovernment  for  help^  but^  this 

TIME^  THE  GOVERNMENT  IS  SAYING  NO*  ThERE  ARE  MORE  THAN  THREE  MILLION  FAMILIS 
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^mO   RELY  ON  GQVERIflENT  ASSISTANCE  TO  HEUR   TH«  PAY  RENT^  AND  THERE  ARE 
THOUSANDS  NORE  MHICH  ARE  CURRENTLY  LIVING  IN  SUBSTANDARD  AND  OVERCROMDED 
HOUSING  WAITING  FOR  A  SUBSIDIZED  UNIT  TO  BECQKE  VACANT  OR  A  NBiT  ONE  TO  BE 
BUILT*  At  a  time  when  decent  and  affordable  SHELTER  IS  DESPERATELY  NEEDED  TO 
HOUSE  HiSPANICS  AND  OTHER  MINORITIES^  THE  ADMINISTRATION  PROPOSES  TO  END  SOME 
OF  ITS  MOST  ACTIVE  PRODUCTION  PROGRAMS • 

The  most  drastic  change  is  the  request  to  end  the  SEaioN  8  New 
Construction  and  Substantial  Rehabilitation  programs*  The  Administration  has 

stated  that  such  PR06RM1S  ARE  TOO  EXPENSIVE  TO  CONTINUE.  AND  IT^  THEREFORE, 
proposes  to  cancel  units  already  approved  UNDER  SECTION  8  AND  PlALIC  HOUSING 

PROGRAMS-    Consequently^  some  300,000  of  700,000  units  in  the  pipeline  will  be 
LOST*    This  is  especially  tragic  at  a  time  when  the  stock  of  rental  housing  is 
shrinking  rapidly  and  when  almost  one  fifth  of  all  construction  workers  are 
unemployed* 

The  Section  8  Existing  Housing  Progrmi  will  also  undergo  a  metmorphosis* 
Instead  of  retaining  the  progr/^  in  its  current  pqrm,  the  Administration  has 
proposed  the  implementation  of  a  voucher  progr/^,  infonmaly  known  as  tne 
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HooiFiED  SeaioN  8  Existinb  Housinb  Prooram*  Under  this  PM»m,  HUD  would 
provide  lom  income  families  with  a  hoosins  certificate  which  would  cover  the 
difference  between  301  of  the  family's  income  and  the  fair  market  rent* 
However^  the  administration  is  also  hopins  to  pass  legislation  which  would 
require  tenants  to  count  food  stmips  as  income  for  the  purposes  of  cm.culatin6 

THE  PERCENTAGE  OF  RENT  TENANTS  MUST  CONTRIBUTE*  ThE  IMPACT  THIS  CHANGE  ALONE 
WILL  HAVE  ON  LOW-INCOME  TENANTS  IS  SEVERE*  RENTS  WOULD  GO  UP  BY  301  OF 
WHATEVER  MOUNT  IN  FOOD  ST/VtPS  A  HOUSEHOLD  RECEIVES*  ThIS  MEANS  THAT  THE 
POOREST  HOUSEHOLDS  WITH  THE  MOST  POOD  STMIPS  WOULD  GET  THE  BIGGEST  RENT 
INCREASES-   It  hits  PARTICULARLY  HARD  THOSE  STATES  WITH  VERY  LOW  WELFARE 

payments^  since  the  value  of  food  stamps  can  be  as  high^  or  higher^  than  cash 
assistance* 

Tenants  would  also  have  to  pay  annual  rent  increases  out  of  their  own 
POCKET*  The  ceiling  on  annial  rent  hikes  will  increase  from  101  to  20K  and 

TENANTS  WILL  BE  RESPONSIBLE  FOR  PAYING  FOR  THAT  AS  WELL* 
X 
We  UNDERSTAIi)  THE  ADMINISTRATION'S  RATIONALE  FOR  WANTING  TO  KEEP  PROGRAM 

COSTS  DOWN  IN  ORDER  TO  RBMICE  FEDERM.  OUTUYS*  BUT^  IT  IS  IMPORTANT  TO   - 
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ASSISTANCE  tCVEfl  EXCEEDED  IZ  OF  TOTAL  FESEIWL  QUlLArS*     W,  THEISFORE^  MIST 
ENSURE  IMAT  SOMETHING   IS  DONE  TO  MIDRESS  TX  SEVERE  HOUSINB  AND  COmUNIPT 
DEVELOPHENT  NEEDS  OF  THE  POOR-     ThE  NHHC  HAS  M.MArS  SUPTORTED  THE  GOAL  OF  A 

fisci^ly  responsible  govermcnt^  but  at  the  s«c  tuc^  it  has  illso  arbiied  that 
such  fiso^  policies  must  be  socim.ly  responsible-  both  are  obligations  of 
goveritcnt.  ¥r  573h  a  bill  nhich  ic  support^  profldes  a  constructive  am)  an 
effective  alternative  for  addressing  our  current  housinb  crisis  in  a  may 
which  is  both  fiscally  am)  socim.ly  sound- 

The  bill>  also  serves  as  a  rbiinder  to  all  of  us  that  the  govermcnt  can 
cqhmit  itself  to  ensuring  that  m.l  americans  hji^  access  to  s/^e,  decent, 
sanitary^  and  affordable  homes* 

Me  ARE  PARTICULARLLY  IMPRESSED  BY  THE  PROPOSED  NULTIFAMILY  RENTAL  HOUSING 

Program  provision  because  it  is  aimed  at  assisting  not  on.y  the  very  poor,  but 

ALSO  those  of  moderate  INCOME-     ThIS  PRODUCTION  PROGRAM  WILL  ENCOURAGE  PUM.IC 
AND  PRIVATE  SECTORS  TO  JOIN  EFFORTS  IN  PROVIDING  ONE  OF  THE  HOST  ESSENTIAL 
AND,  AT  THIS  JUNCTURE,  MOST  SCARCE  CGMNODITIES*-SAFE,  DECENT,  AND  AFffORORIU 
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RENTAL  HOUSIt46-  ThE  NHHC  HAS^  SINCE  ITS  CREATION^  PROFESSED  THAT  THROUGH  THE 

formation  of  public/ private  ventures  the  needs  of  hispanics  can  be  met  in  a 
way  that  is  beneficial  to  both  business  and  the  community* 

Under  the  Multifamily  Rental  Housing  Program^  local  agencies  together 

WITH  private  sponsors  WILL  DEVELOP  APPLICATIONS  FOR  FEDERM.  ASSISTANCE  TO 
CONSTRUCT  RENTAL  UNITS*     ThE  FEDERAL  SUBSIDY  COULD  BE  PROVIDED  IN  MANY  WAYS^ 
INCLUDING  A  GRANT  FOR  LAND  ACQUISITION^  OR  A  LOAN  WITH  AN   INTEREST  SUBSIDY* 
HUD  WOULD  ENCOURAGE  THE  PARTICIPATION  OF  LOCAL  GOVERNMENTS  BY  FAVORING  THOSE 
APPLICANTS  WHO  HAVE  SUCCESSFULLY  SECURED  FINANCIAL  CONTRIBUTIONS  FROM  THEIR 
LOCAL  GOVERNMENTS  TOWARD  THE  PROJECT*     At  THE  SAME  TIME/  HUD  WOULD  BE  SAVING 
ON  OUTLAYS  BECAUSE  APPLICANTS  WOULD  BE  LEVERAGING  FUNDS  LOCALLY*     ThE  PROGRAM 
WOULD  PROVIDE  BETWEEN  50/000  AND  100/000  NEWLY  CONSTRUCTED  MULTIFAMILY  RENTM. 
UNITS  WHICH^    IN  OUR  OPINION/  ARE  DESPERATELY  NEEDED  AT  THIS  TIME*     VMlLE  THE 
NUMBER  OF  UNITS  APPEARS    INSIGNIFICANT  WHEN  COMPARED  TO  THE  NEED/   IT  IS 
SIGNIFICANT  WHEN  COMPARED  TO  THE  NUMBER  OF  NBtfLY  CONSTRUCTED  UNITS  CALLED  FOR 

IN  THE  Administration's  proposals* 
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MhlLE  WE  FIM)  THE  PROGUm  TO  BE  CONCEPTUALLY  SOUND  AM)  STRUCTURM.LY 
FEASIBLE^  ME  BELIEVE  THAT  SOME  ASPECTS  OF  IT  COULD  BE  CHANGED  IN  ORDER  TO 
EXPAM)  ns  APPLICATION  TO  A  LARGER  SEGfCNT  OF  THE  LOITINCQNE  POPULATION-   FoR 
INSTANCE^  ME  FEEL  THAT  THE  PERCENTAGE  OF  UNITS  RESERVED  FOR  LOITINCOME 
F/V1ILIES  IN  A  FEDERALLY  ASSISTED  PROJECT  SHOULD  BE  INCREASED  FRGH  THE  20Z 
ALLOTTED  IN  THE  BILL  TO  lOK-  ADDITIONALLY^  TO  ENSURE  THAT  THE  FEDERM.LY 
ASSISTED  UNITS  RB1AIN  IN  THE  RENTAL  MARKET^  ME  FEEL  THAT  THERE  SHOULD  BE  A 
PR(VISION  REQUIRING  THAT  ALL  LOWER  INCOME  UNITS  RB1AIN  AS  RENTALS  FOR  30  YEARS 
UNLESS  SOLD^  UNDER  LIMITED  EQUITY  ARRANGEMENTS^  TO  THEIR  OCCUPANTS*   1f 
ENACTED/  THESE  CHANGES  WOULD  PROVIDE  NOT  OM.Y  ADDITIONAL  AFFORDABLE  HDUSIN6 
UNITS  FOR  LOW-INCGME  F/VIILIES^  BUT  WOULD  ALSO  PROVIDE  APPROPRIATE  LONG'TERH 
SAFEGUARDS  DESIGNED  TO  PREVENT  F/V1ILIES  FROM  BEING  DISPLACED  FROM  THEIR 
HOMES- 

The  POTENTIAL  SOCI/V.  AND  ECONOMIC  BENEFITS  OF  HOMEOWNERSHIP  ARE  WIDELY 
ACKNOWLEDGED-  HOMEOWNERSHIP  PRODUCES  A  PRIDE  OF  OWNERSHIP  IN  THE  PM1ILY,  ADOS 
TO  COMMUNITY  STABILIZATION^  PROVIDES  LOCAL  GOVERfMENTS  WITH  ADDITIONAL  REVENUE 
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in  the  form  of  property  taxes,  am)  stimulates  the  commercial  sectoft— 
particularly  those  businesses  engaged  in  home  construction  and  maintenance* 

Despite  all  of  the  advantages  associated  with  homeomnership^  am)  the 
desire  of  millions  of  people  to  omn  their  home,  me  are  currently  faced  with 
the  harsh  reality  that  the  majority  of  the  popuution  in  this  country  is 
unable  to  purchase  a  home* 

The  COST  of  a  new  home  has  gone  from  $25,600  in  1969  to  $71,600  in  1981: 
AN  increase  of  211Z*  The  price  of  existing  homes  for  this  smc  period  of  time 
experienced  a  185Z  increase*  In  contrast,  median  family  income  rose  from 
$9,867  IN  1969  to  $21,023  in  1981,  but  even  at  a  median  income  of  $21,023,  the 

reality  is  that  the  current  cost  of  a  new  home,  coupled  with  a  IQK  INTEREST 
RATE,  WOULD  REQUIRE  A  FM1ILY  TO  HAVE  AN  INCOME  OF  $43,200  IN  ORDER  TO  PURCHASE 
A  NEW  HOME* 

The  PROBLEM  OF  AFPORDABILITY  TRANSCENDS  INCOME,  RACE,  AGE,  AM)  SEX:  IT 
GENERM.LY  AFFECTS  ^RYONE  IN  THIS  COUNTRY*  HARDEST  HIT  OF  ALL,  HOWEVER,  ARE 
THE  LOW  AND  MODERATE  INCOME  FAMILIES  WHO  NOW,  MORE  THAN  EVER  BEFORE,  ARE 
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FORCED  TO  ADMIT  THAT  THEIR  DREAH  OF  HOHEOMNERSHIP  WILL  NEVER  BE  REALI^IED  IN 
THEIR  LIFETIME  MC,   POSSIBLY  EVEN^  IN  THEIR  CHILDREN'S  LIFETIME- 

The  homeownership  pr(visions  in  the  bill  will  provide  close  to  100^000 

UNITS  with  subsidies  miCH  would  reduce  the  interest  rates  to  as  low  AS  9  1/2X 
for  a  maximum  of  10  YEARS^  THUS^    INCREASING  THE  POTENTIAL  FOR  MORE  F^ILIES  TO 

become  homeowners  am)  reap  the  social  am)  economic  benefits  of  homeownership* 
The  potenti/1  for  homeomnership  to  become  a  reality  is  another  reason  why  the 
NHHC  strongly  supports  HR  5731. 

liilLE  WE  recognize  THE  VALUE  OF  HOMEOWNERSHIP^   WE  ARE  M.SO  ACUTELY  AWARE 
OF  THE  FACT  THAT  PUBLIC  HOUSING  REPRESENTS  THE  OM.Y  SOURCE  OF  AFFORDABLE 
HOUSING  FOR  MILLIONS  OF  LOW'INCOME  FAMILIES*      As  A  FORMER  DIRECTOR  OP  HUNAN 

Resources  for  the  San  Antonio  Housing  Authority  I  can  personally  attest  to  the 

IMPORTANT  role   THAT  PUBLIC  HOUSING  PLAYS    IN  PROVIDING  SHB.TER  TO  MANY  FAMILIES 

WHO  WITHOUT   IT  WOULD  BE  FORCED  TO  SEEK  SHELTER  IN  A  MARKET  THAT  IS  UNABLE,  AND 

TO  A  GREAT  EXTEHT,  UNWILLING  TO  PROVIDE  FOR  THEIR  HOUSING  NEEDS* 
r 

HR  5731  PROVIDES  20^000  units  of  low  rent  public  housing,  CLOSE  TO  12 

BILLION  for  modernization  OF  EXISTING  PUBLIC  HOUSING  STOCK,  AM)  $1*6  BILLION 
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FOR  0PEIIATIN6  SUBSIDIES*  ThROUSN  TNIS  ACTION^  IC  AK  OENOMSTIUTINI  TO  lOlM 
THE  STAFF  AND  RESIDENTS  OF  PUM.IC  HOUSINS  Tmi  THEIR  NEOIS  tflU  NOT  K 
F0R60TTEN.  ThIS  ACTION  IS  REFRESHING  BECAUSE^  FOR  TOO  LONS  NON^  PUM.IC 
HOUSING  AUTHORITIES  HAVE  BEEN  EXENFLIFIB)  AS  UNSUCCESSFUL  SUBSIDIZED  HOUSINS 
EFFORTS  IN  THIS  COUNTRY*  UnDOUBTBX.Y^  SONE  PUBLIC  HOUSINS  AUTHORITIES  HAVE 
FAILED  AT  MEETING  THEIR  GOALS*  BUT  WE  CANNOT  AND  WIST  NOT  FONSET  THAT  THERE 
ARE  MANY  MORE  SUCCESSFUL  HOUSINS  AUTHORITIES  THAN  THERE  ARE  FAILURES* 

The  HOUSING  crisis  in  urban  areas  is  severe^  AM)  THE  BILL  WILL  ADDRESS 
MANY  OF  THE  URBAN  HOUSING  CONCERNS*  BUT  NHAT  MAKES  THE  BILL  EVEN  MORE 
CGMMENDABLE  IS  THAT  IT  INCLUDES  PROVISIONS  FOR  RURM.  AND  FARMNORKER  FilMILIES 
l«HO  AT  THE  PRESENT  TIME  LIVE  IN  HOUSING  CONDITIONS  IWIGH  ARE  MONO  THE  MOST 
DEPLORABLE  IN  THE  COUNTRY* 

A  fURCH^  1980/  REPORT  OF  THE  GENERM.  ACCOUNTING  OFFICE  POINTS  TO  THE 
NOTORIOUS  RURAL  HOUSING  PROBLEMS*  ALTHOUGH  RURM.  AREAS  CONTAIN  ONE 
THIRD  OF  THE  NATION^'S  POPUUTION  AND  ABOUT  ONE  HALF  OF  THE  SUBSTANDARD 
HOUSING/  THEY  RECEIVE  ONLY  ONE  FIFTH  OF  THE  TOTAL  HOUSING  SUPPORT  PROVIDED  BY 
THE  FEDERM.  GOVERNMENT* 
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Rural  minorities  are  more  than  four  times  likely  to  live  in  substahdard 
housing  than  other  americans;  they  have  insufficient  plumbing  am)  kitchen 
facilities'  leaky  roofs^  broken  doors^  no  heat^  and  other  housing 

DEFICIENCIES-   1t  SHOULD  BE  CLARIFIED  THAT  THE  PRECEDING  SENTENCE  ILLUSTRATES 
THE  PROBLEMS  CONFRONTED  BY  RURAL  BlACKS  SINCE  HUD  CONTENDS  THAT  RURAL 
HiSPANICS  ARE  NOT  PRESENT  IN  SUFFICIENT  NUMBERS  TO  PROVIDE  A  BREAKDOMN  INTO 
FARM/NON-FARM  and  thus  are  not  DISCUSSED  AS  A  SEPARATE  GROUP  IN  THEIR 
RESEARCH  EFFORTS-   In  OUR  OPINION^  THE  NEED  AM)  NOT  THE  SIZE  OF  THE  RURM. 

population  should  be  the  determining  factor* 

Without  a  doubt^  Hispanic  farmworkers  are  the  morst  housed  segment  of  the 
ENTIRE  Hispanic  population-    From  a  Congressionm.ly  mandated  study  yet  to  be 
released  by  the  U-S-  Department  of  Agriculture^  this  picture  emerged: 

1-    The  national  unmet  demand  for  migrant  housing  is  over  800^000 
UNITS-    Nearly  5QZ  of  the  camps  (nationally)  subject  farmworkers 

TO  THE  ELEMENT-  OVER  6QZ  OF  THE  CAMP  BUILDINGS  IN  THE 

Carolinas  AM)  Texas  expose  their  occupants  (Blacks  and  Chicanos) 

TO  THE  ELEMENTS. 
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2*  Outside  privies  mere  found  in  IRZ  of  all  the  dwps* 

3*  Only  201  of  all  the  camps  offered  laundry  facilities* 

i\'  •  Over  60Z  of  the  camp  buildings  were  overcrowded  beyond  their 

legal  capacity— during  the  off  season  when  the  survey  was 

conducted* 
5*  Excluding  the  West  Coast^  a  farmworker  can  expect  no  more  than 

75  square  feet  of  total  living  space  (a  rogm  with  less  than  nine 

feet  to  a  sideO 
6*  An  average  weekly  rental  rate  per  migrant  is  $30  or  $120  per  month 

The  Rural  Housing  provisions  in  HR  5731  are  a  positive  step  towards 

addressing  the  housing  needs  of  rural  Alt)  FARMWORKER  FAMILIES* 

In  aosiNG/  let  me  again  state  that  the  NHHC  strongly  supports  HR  5731 
and  views  it  as  vehicle  through  which  we  can  once  again  express  to  all 
Americans  the  GOVERitiENT's  cgmmiiment  to  develop  and  implement  a  nations,  and 
responsible  housing  policy* 

Thank  you  for  your  time*  I  will  be  glad  to  answer  any  questions  you  may 
have* 
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Chairman  Gonzalez.  Thank  you  very  much,  Mr.  Martinez,  we 
deeply  appreciate  your  support.  It  is  not  only  needed  but  valuable 
I  believe  Mr.  Slepin  is  substituting  for  Mr.  Williams. 

Mr.  Slepin.  Yes,  I  am. 

Chairman  Gonzalez.  We  are  going  to  recognize  Ms.  Shield  at 
this  point,  substituting  for  the  executive  director  of  the  American 
Indian  National  Congress,  Mr.  Andrade. 

STATEMENT  OF  ROBIN  SHIELD,  HOUSING  COORDINATOR, 
NATIONAL  CONGRESS  OF  AMERICAN  INDIANS 

Ms.  Shield.  Thank  you,  Mr.  Chairman.  My  name  is  Robin  Shield, 
I  am  the  housing  coordinator  for  the  National  Congress  of  Ameri> 
can  Indians.  We  want  to  thank  the  subcommittee  for  allowing  us  to 
present  testimony  here  today. 

NCAI  is  the  oldest  and  most  representative  national  Indian  orga> 
nization  in  the  country.  We  represent  over  160  Indian  tribes  uid 
Alaskan  native  villages,  whose  combined  populations  number 
nearly  a  half  a  million  people.  These  people  are  also  the  prime  re- 
cipients of  the  HUD  Indian  Housing  program. 

We  are  here  to  express  NCAI's  wholehearted  support  for  the  pro- 
vision in  H.R.  5731  for  4,000  units  of  Indian  housing  for  next  year. 
We  want  to  commend  the  cosponsors  of  the  bill  for  understanding 
and  recognizing  the  needs  of  Indian  people  across  the  countiy  in 
supporting  continued  housing  for  our  people. 

We  also  want  to  say  that  we  recognize  and  support  and  acknowl- 
edge the  longstanding  support  the  subcommittee  has  had  for  Indian 
people.  We  are  also  here  to  address  specific  concerns  that  we  have. 
I  will  elaborate  but  I  will  not  be  very  long  in  my  statement. 

First  of  all,  the  Housing  and  Community  Development  Act  of 
1977  established  a  position  with  HUD  entitled  special  assistant  for 
Indian  and  Alaskan  Native  programs.  It  is  a  secretarial  appoint- 
ment. However,  since  the  change  of  administration,  there  has  not 
been  anyone  appointed  to  this  position.  It  has  left  a  gap  in  the 
overall  coordination  of  Indian  programs  by  the  department!  It  is  an 
indication  to  the  Indian  conmiunity  that  the  department  does  not 
take  its  Indian  constituency— and  thereby,  its  programs  and  its  po- 
sition— very  seriously. 

We  have  listed  in  our  statement  a  number  of  reasons  why  that 
position  was  created  in  the  first  place,  but  I  will  not  elaborate  on 
them  here. 

We  do  respectfiilly  request  that  the  subcommittee  ask  the  Secre- 
tary of  HUD  when  he  intends  to  appoint  this  special  assistant  I 
understand  the  Secretary  is  to  testify  tomorrow,  so  we  would  make 
this  request  to  you. 

We  are  also  concerned,  Mr.  Chairman,  that  the  histoiy  of  HUD'S 
mismanagement  of  the  Indian  housing  program  ever  since  its  in- 
ception has  had  something  to  do  with  the  administration's  decision 
to  terminate  the  program.  We  acknowledge  that  there  are  serious 
problems  being  experienced  by  IHA's,  but  we  continue  to  mjiintain 
that  the  problems  that  they  are  experiencing  today  are  the  result 
of  the  years  that  HUD  has  not  paid  proper  focus  and  attention  to 
the  providing  of  training  and  tedmical  assistance  to  IHA's  and  pio- 
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viding  adequate  staff  and  resources  to  make  sure  this  technical  as- 
sistance is  carried  out. 

Plus  the  fact  that  it  has  failed  to  act  quickly  on  recommenda- 
tions that  have  been  made  over  the  years  by  committees  and  sub- 
committees of  the  Congress,  by  Indian  tribes,  IHA's,  Indian  organi- 
zations, including  the  General  Accounting  Office.  We  also  respect- 
fully request  that  the  subcommittee  conduct  oversight  hearings  on 
HUD's  administration  of  the  Indian  housing  program. 

We  do  want  to  address  ourselves  to  the  President's  Housing  Com- 
mission. We  understand  it  has  made  specific  recommendations  con- 
cerning housing  and  concerning  Indian  housing.  We  have  a  specific 
concern  about  the  concept  of  tibe  vouchering  system.  We  have  two 
concerns  about  that.  Firet  of  all,  we  have  test&ed  before  the  com- 
mission that  we  do  not  feel  a  vouchering  system  will  work  on  reser- 
vations. You  need  the  housing  first  before  you  can  get  the  vouch- 
ers. We  need  the  housing  first.  We  do  not  h^ve  the  supply  that  it 
takes  for  the  vouchering  system  to  work. 

The  second  concern  we  have  is  the  fear  that  a  vouchering  system 
is  a  method  to  be  used  to  have  Indian  people  leave  the  reservation 
and  go  into  the  city  so  they  can  use  tiieir  vouchers  because  they 
could  not  use  them  on  the  reservation.  That  is  a  very  serious  con- 
cern we  have. 

Finally,  we  want  to  address  ourselves  to  a  new  piece  of  legisla- 
tion that  has  been  introduced  by  the  Interior  and  Insular  Affairs 
Committee.  It  is  new  housing  legislation.  We  want  to  state  for  the 
record  that  we  have  only  just  seen  this  bill.  Although  there  are 
concepts  in  it  that  we  may  favor,  we  have  not  yet  had  a  chance  to 
study  the  bill  and  therefore,  a  chance  to  conmient  on  it. 

Chairman  Gonzalez.  Is  that  the  Udidl  bill? 

Ms.  Shield.  Yes,  it  is. 

Chairman  Gonzalez.  Has  he  introduced  it? 

Ms.  Shield.  I  believe  it  is  in  the  hopper  but  I  am  not  sure  if  it 
has  actually  been  introduced  yet. 

Chairman  Gonzalez.  I  do  not  think  it  has. 

Ms.  Shield.  My  final  word  is  that  until  cdl  this  takes  place,  until 
we  have  had  a  chance  to  study  this  bill  and  review  it  and  see  how 
they  feel  about  it,  we  support  very  strongly  H.R.  6731. 

[Ms.  Shield  submitted  the  prepared  statement  of  Executive  Direc- 
tor Ronald  P.  Andrade,  on  behalf  of  the  National  Congress  of 
American  Indians,  for  inclusion  in  the  record:] 
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STATEHENT  OF  THE  NATIONAL  COIKaESS  OF  AMERICAN  ISDIAMS  BEFOKE 
THE  HOUSE  SUBCOMflTTEE  ON  HOUSING  AND  COMfUNITT  DEVELOPICNT  AT 
ITS  HEARING  ON  H.R.  5731,  THE  HOUSING  AND  COMfUNITT  DEVELOPMENT 
AMENDMENTS  OF  1982,  MARCH  25,  1982. 

Mr.  Chairaan  and  aeabers  of  the  subcoaBlttee.  My  naae  is  Ronald  P.  Andrade. 
I  am   the  Executive  Director  of  the  National  Congress  of  Aaerican  Indians.  With 
■e  is  Ms.  Robin  Shield  of  ay  staff.  I  want  to  thank  the  subcoaaittee  for  allo«rins 
\i8   to  present  testiaony  here  today. 

NCAI  is  the  oldest  and  aost  representative  national  Indian  organixatiotk  in  the 
country  today.  Over  160  Indian  Tribes  and  Alaskan  Native  villages,  vhose  coabinad 
populations  total  approxinately  half  a  aillion  people,  are  aeabers  of  our  organisatioa. 
We  are  here  to  express  the  National  Congress  of  Aaerican  Indians*  support  for  H.R.  5731 
and  appreciation  for  the  provision  of  4,000  units  of  Indian  bousing  for  fiscal  year  1963. 

NCAI  recognizes  and  appreciates  the  long-standing  support  this  subcoaaittee  haa 
given  to  Indian  and  Alaskan  Native  people  so  that  they  aight  live  in  decent,  eafc 
and  sanitary  housing.  However,  we  also  want  to  take  this  opportunity  to  address 
issues  we  are  specifically  concerned  about. 

As  you  know,  the  Housing  and  Coaaunity  Developaent  Act  of  1977  establishad  vithia 
HUD  a  Special  Assistant  for  Indian  and  Alaska  Native  ProgrvM  to  be  designatad  by  tha 
Secretary.  However,  since  the  change  in  sdaitnlBtrAtitmfi,  this  poaition  has  r was  1  nail 
unfilled.  Indian  and  Alaskan  Native  candidates  for  the  position  have  beea  intanrlaaad, 
but  not  one  has  been  appointed.  Failure  to  appoint  the  Special  Assistant  fmstrataa 
Congress's  intent.  The  unwillingness  of  HUD  to  appoint  the  Special  Assistant  is  a 
clear  indication  to  us  of  how  the  Departaent  views  the  Indian  progrvM  it  is  raaponslble 
for.  And,  the  failure  to  appoint  the  Special  Assistant  underscores  the  raaaona  why  It 
was  found  necessary  to  establish  it: 

1.  Lack  of  input  by  the  Tribes  into  HUD's  policy-  and  decision-asking  procaas 
affecting  Indian  progrvM. 

2.  Lack  of  coordination  of  the  Departaent  *s  efforts  in  the  area  of  Indian 
Affairs. 
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3.  Lack  of  vlMbllity  vlthin  the  D«p«rtMnt  of  Issum  and  problaaa  Tribas 
ace  concerned  about,. as  well  aa  a  lack  of  vlsability  of  Indian  Affairs 
in  general. 

A.     Lack  of  inforaation  about  and  enforcement  of  the  Departaent'a  reaponaibility 
to  Indian  and  Alaskan  Native  people  with  regard  to  houaing.  . 

5.  Lack  of  a  knowledgeable  and  experienced  advisor  to  the  Secretary  and  the 
entire  agency  in  the  area  of  Indian  Affairs. 

6.  Lack  of  an  Indian  or  Alaskan  Native  in  a  position  high  enough  in  HDD  to 
l^>act  on  the  Departaent's  policies  and  decisions  affecting  the  Indian 
prograas. 

Given  the  iaportance  of  the  Special  Assistant,  we  respectfully  request  the 
subcoaaittee  to  find  out  froa  the  Secretary  of  BOD  when  he  will  be  appointing  the 
Special  Assistant. 

We  are  also  concerned,  Mr.  Chairaan,  that  BOD's  alsaanagsaent  of  the  Indian 
Housing  Prograa  has  had  a  bearing  on  the  adainistration's  decision  to  terainate 
the  prograa.  He  acknowledge  that  there  are  serious  probleas  being  experienced 
by  IHAs.  But,  we  continue  to  aaintain  that  the  probleas  of  today  are  the  result 
of  years  of  HUD*s  poor  adolalEt ration  of  the  prograa  and  its  failure  to  act  quickly 
to  iapleasnt  the  aany  recoHieiKtatlDii  aade  ovar  the  years  by  the  Tribes,  IHAs, 
Indian  organizations,  the  Aaerican  Indian  Policy  Review  Coaaission,  and  the  General 
Accounting  Office. 

Finally,  we  want  to  address  ourselves  to  the  new  housing  legislation  that  the 
Interior  and  Insular  Affairs  Coaaittee  has  put  together.  NCAI  has  only  just  seen 
this  bill.  And,  although  it  incorporates  aany  of  the  concepts  Tribes  are  in- favor 
of  for  Indian  housing,  it  is  still  a  new  bill.  The  Tribes  have  not  yet  had  a 
chance  to  study  it  in  its  entirety  and,  since  hearings  have  not  yet  been  held,  to 
cooaent  on  it.  He,  therefore,  reaain  very  supportive  of  H.R.  5731. 
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Chairman  Gonzalez.  Thank  you  very  much,  we  deeply  appreci- 
ate that.  We  will  proceed  with  Mr.  Smith. 

STATEMENT  OF  C.  O.  SMITH,  JR.,  CHAIRMAN  OF  THE  BOARD  OF 
THE  MANUFACTURED  HOUSING  INSTITUTE 

Mr.  Smffh.  Thank  you,  Mr.  Chairman.  My  name  is  C.  O.  Smith, 
Jr.,  I  am  president  of  C.  O.  Smith  Industries  in  Atlanta,  G&,  a 
mobile  home  manufacturer,  and  chairman  of  the  board  of  t^e  Bian- 
ufactured  Housing  Institute,  a  national  trade  association  represent- 
ing individual  manufacturers  and  suppliers  and  vendors  of  the 
manufactured  housing  industry. 

I  am  pleased  to  be  here  today  on  behalf  of  the  Coordinating 
Council  on  Manufactured  Housing  Finance  of  which  I  am  vice 
chairman.  Accompan3dng  me  today  is  our  Washington  counsel, 
Harvey  Weiner,  to  my  immediate  right,  and  MHI  president  Walter 
H.  Benning  on  my  far  right. 

The  coordinating  council  has  been  recently  restructured  so  that 
the  three  leading  trade  associations  in  our  industry,  MHI,  the  Na- 
tional Manufactured  Housing  Federation,  plus  the  Western  Manu- 
factured Housing  Institute,  are  working  together  in  a  single  organi- 
zation for  the  purpose  of  obtaining  improvements  in  the  manufac- 
tured home  financing  and  secondary  market  programs.  Together 
we  represent  manufacturers,  retailers,  suppliers,  lenders,  devalop- 
ers  and  State  trade  associations  in  the  manufactured  housing  in- 
dustry. I  have  submitted  a  written  statement  to  the  subcommittee 
which  addresses  a  broad  range  of  mcmufactured  housing  issues 
raised  by  the  housing  proposals.  And  I  have  a  briefly  outlmed  the 
coordinating  council's  position  on  these  issues,  so  that  I  may  devote 
most  of  our  time  today  to  discussing  our  reactions  to  and  concerns 
with  the  recent  legislative  initiatives  before  this  committee. 

In  addition,  with  the  consent  of  the  committee,  I  would  like  to 
submit  at  a  later  time  a  separate  written  statement  prepared  1^ 
MHI  on  the  subject  of  manufactured  construction  and  safety  stand- 
ards on  which  I  had  the  privilege  of  addressing  this  subconmiittee 
last  September  when  the  Chair  held  2  full  days  of  hearings  on  this 
important  issue. 

With  regard  to  legislative  proposals  before  the  conunittee,  our 
position  is  summarized  on  the  following  points: 

Manufactured  homes,  single  and  multi-sectional,  sold  with  or 
without  land,  financed  with  either  an  installment  sales  contract  or 
a  real  estate  mortgage  should  be  expressly  included  in  any  new 
single  or  multifamily  housing  production  programs,  as  well  as  in 
any  home  lending  requirement  that  may  be  part  of  an  emergenpy 
loan  or  guarantee  program  for  savings  institutions; 

All  real  property  combination  manufactured  home  and  land 
loans  should  be  made  eligible  for  inclusion  in  the  National  Housing 
Act  title  II  finance  programs  for  homeownership  or  rental  housing 
development,  while  preserving  the  existing  title  I  program  as  a  sep- 
arate financing  option; 

FHA  negotiated  interest  rate  authority  should  be  made  perma- 
nent and  extended  to  title  I  manufactured  home  loans; 
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Title  I  manufactured  home  loan  insurance  authority  should  be 
expanded  expr^sly  to  include  previously  owned  mcmufactured 
homes; 

The  manufactured  home  finance  programs  of  the  FHA  and  the 
Government  National  Mortgage  Association  and  the  program  to  be 
developed  by  the  Farmers  Home  Administration  should  be  pre- 
served and  protected  from  future  Federal  credit  program  reduc- 
tions; 

With  respect  to  the  various  housing  stimulus  programs  under 
consideration,  the  subsidy  should  be  shedlow  in  order  to  assist  the 
greatest  number  of  households  with  the  amount  of  funds  available. 
This  can  be  accomplished  effectively  by  using  manufactured  homes; 

Manufactured  housing  because  of  the  wide  range  of  prices  and 
options  available  is  the  most  efficient  means  of  providing  the  maxi- 
mum amount  of  housing  assistance  to  low-  and  moderate-income 
individuals  without  the  need  for  deep  interest  rate  subsidies; 

Authority  similar  to  that,  which  was  authorized  for  the  Federal 
National  Mortgage  Association,  should  be  granted  to  the  Federal 
Home  Loan  Mortgage  Corporation  for  the  purchase  of  manufac- 
tured housing  personal  property  loans  and  credit  sale  fincmce  in- 
struments; 

The  subcommittee  should  urge  HUD  to  deliver  its  report  on  man- 
ufactured housing  sales  prices.  After  reviewing  the  report,  the  sub- 
committee may  wish  to  consider  indexing  title  I  FHA  mcmufac- 
tured  home  loan  limits  to  the  section  203G>)  lo€m  limits  in  order  to 
provide  for  automatic  adjustments; 

State  laws  which  limit  or  prohibit  creditors  from  entering  into  or 
enforcing  adjustable  rate  manufactured  housing  loans  or  credit 
sales,  as  well  as  due-on-sales  provisions,  inhibit  housing  invest- 
ment. An  alternative  adjustment  rate  Federal  lending  program 
should  be  available  to  lenders  who  are  restricted  by  such  laws. 

As  you  know,  Mr.  Chairman,  manufactured  housing  holds  an  im- 
portant position  in  our  Nation's  housing  market.  It  is  in  large  part 
due  to  the  efforts  of  this  subcommittee,  for  which  we,  in  the  indus- 
try, are  grateful.  Manufacturered  homes  todav  represent  over  a 
third  of  all  new  single  family  home  sales  in  this  country,  and  in 
many  areas  constitute  the  only  form  of  affordable  homeownership. 

Manufactured  homes  are  the  vast  majoritv  of  all  homes  sold  for 
under  $50,000.  More  importantly,  manufactured  housing  has 
become  a  viable  answer  to  the  housing  needs  of  many  famUies  of 
modest  income,  particularlv  first-time  buyers  and  the  elderly. 
Thus,  Mr.  Chairman,  I  think  we  can  all  agree  that  mcmufactured 
housing  is  our  Nation's  primary  affordable  housing  production  pro- 
gram, with  verv  little  cost  to  the  taxpayer. 

Unfortunately,  sky-high  interest  rates  and  a  lagging  economy 
has  stalled  our  Nation's  housing  production.  Earlierlast  week  you 
heard  testimony  on  the  affect  current  economic  conditions  are 
having  on  the  site-built  housing  industry.  The  manufactured  hous- 
ing industry  is  beginning  to  feel  the  impact  oi  high  interest  rates 
in  a  similar  way. 

Manufactured  home  shipments  have  declined  nationally  over  the 
last  6  months  compared  to  both  the  last  year  and  the  S£une  period 
in  1979.  The  effect  has  not  been  felt  uniformly  throughout  the 
Nation.  In  fact,  several  States,  particularly  Texas  and  Oklahoma, 
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have  performed  relatively  well  due  to  the  energy  boom  in  that 
area.  Other  areas,  however,  such  as  the  Far  West  and  the  Midwest- 
em  States  have  been  devastated.  In  California,  for  example,  sales 
have  declined  25  percent  from  the  S£une  6-month  period  last  year 
and  50  percent  from  the  previous  year;  9  of  the  50  plants  in  the 
State  closed  in  the  last  6  months. 

Ohio's  sales  were  off  40  percent  from  last  year  and  54  percent 
from  the  year  earlier.  In  Washington  and  Indians^  the  figures  are 
down  38  percent  and  37  percent  respectively  from  1980,  and  48  per- 
cent and  47  percent  respectively  from  1979. 

Because  our  industry  is  so  capital-intensive,  carrying  charges  on 
closed  or  out-of-business  plants  are  especially  draming.  More  im- 
portantly, the  resulting  job  losses  can  be  staggering.  I  can  say  from 
personal  experience  that  having  to  close  a  mobile  home  maniifac- 
turing  plant  is  inordinately  expensive  and  very  disruptive  in  tihe 
lives  of  the  people  who  are  working  there  in  the  plant.  We  have 
not  had  yet  to  close  any  in  my  company  so  far,  but  it  is  quite  a 
possibility  if  things  do  not  get  better. 

For  these  reasons,  the  coordinating  council  strongly  supports  the 
aim  of  the  various  housing  stimulus  proposals,  but  we  urge  that 
both  single  and  multisectional  manufactured  homes  financed  with 
or  without  land  be  included  in  any  such  initiatives.  We  also  su^ggest 
some  other  changes,  which  are  more  fully  detailed  in  my  written 
statement. 

The  inclusion  of  manufactured  housing,  both  with  and  without 
land,  in  any  Federal  housing  production  program  will  provide  both 
substantial  job  stimulation  and  affordable  homeownerwip  opportu- 
nities. For  example,  on  a  dollar-for-dollar  basis  the  employment 
multiplier  is  higher  in  the  manufactured  housing  industry  than  in 
the  site-built  industry. 

On  the  average,  manufactured  homes  without  land  are  only  25  to 
35  percent  as  costly  as  site-built  homes  with  land.  This  means  that 
for  every  site-built  home  that  can  be  produced  for  a  given  number 
of  dollars  three  to  four  manufactured  homes  can  be  built.  Thus. 
while  an  expenditure  for  site-built  housing  creates  greater  onsite 
construction  employment,  similar  amounts  going  for  manufactured 
housing  create  greater  offsite  job  opportunities  both  in  manufac- 
tured  housing  factory  itself,  and  in  similar  services  such  as  deliv- 
ery, site  preparation,  et  cetera. 

Also,  such  expenditures  create  greater  quantities  of  appliances, 
fixtures,  and  furnishings.  Using  a  sales  price  ratio  of  3  to  4  to  1,  an 
equal  expenditure  on  manufactured  housing  will  produce  near^  S 
to  4  times  as  many  refrigerators,  sets  of  fumisnings,  carpeting, 
drapes,  and  other  housing-related  goods. 

With  regard  to  affordable  housing  opportunities,  single  section 
and  multisection  manufactured  homes  sold  without  land  are  an  ef- 
fective means  of  providing  homeownership  for  families  unaUe  to 
afford  homeownership.  For  example,  manufactured  homes  sold 
without  land  mav  be  more  appropriate  in  Uffh  land  cost  areas  for 
people  that  rent  land  and  in  rural  areas  for  those  who  already  own 
land. 

While  the  financinff  of  manufactured  homes  as  real  estate  is  a 
recent  trend  in  the  housing  market,  the  overwhelming  share  of 
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homes  are  financed  as  personal  property  with  a  security  lien  taken 
on  the  loan  independent  of  the  land  to  which  it  may  be  affixed. 

Any  legislative  housing  program  which  is  limited  to  real  proper- 
ty mortgage  loans  effectively  excludes  most  manufactured  homes. 
Furthermore,  for  reasons  such  as  affordability,  land  scarcity,  and 
energy  usage,  the  vast  nugority  of  the  manidactured  homes  pur- 
chased are  single  as  oppceed  to  multisection  homes.  Last  year 
single  section  homes  outsold  multisection  homes  by  a  factor  of 
more  than  3  to  1. 

Personal  property  single  section  manufactured  homes  also  offer  a 
viable  low-cost  housing  component  for  the  stimulus  program  for 
families  with  low  incomes  who  might  otherwise  be  precluded  from 
participating.  These  factors  apply  equally  to  the  home  loan  require- 
m^its  proposed  in  H.R.  5568,  the  Home  Mortgage  Capital  Stability 
Act  sponsored  by  Chairman  St  Germain,  and  the  Rental  Housing 
Production  and  Rehabilitation  Act  sponsored  by  you,  sir,  in  H.R. 
5731.  We  urge  the  inclusion  of  the  manufactured  homes  in  those 
proposals  as  well. 

In  conclusion,  I  want  to  thank  you,  Mr.  Chairman  and  the  entire 
subcommittee,  for  allowing  us  to  appear  here  before  you  on  behalf 
of  my  compcmy,  MHI,  and  the  Coordinating  Council  on  Manufac- 
tured Housing  Finance.  The  coordinating  council  strongly  recom- 
mends that  these  proposals  include  manufactured  homes,  whether 
they  be  financed  as  real  or  personal  property,  without  distinction 
as  to  the  number  of  modules  or  the  necessity  for  Federal  home 
mortgage  insurance. 

We  hope  that  you  will  give  serious  consideration  to  the  sugges- 
tions made  today.  Our  Washington  counsel  will  be  happy  to  work 
with  the  subcommittee  staff  in  perfecting  any  of  these  reconmien- 
dations. 

I  will  be  glad  to  answer  any  questions  you  might  have. 

[Mr.  Smith's  prepared  statement,  on  behalf  of  the  Coordinating 
Council  on  Manufactured  Housing  Finance,  follows:] 
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Statewnt  of 

CO.  Saith,  Jr. 

President  of  CO.  Saith  Industries,  Inc. 

Atlanta,  Georgia 

for  the 

Cocrdinatisc  Council  on  Manufactured 
axising  Finance 

Before  the 


SubcoHittee  on  Rousing  and  CoflBunity  Developaent 
CCBBittee  on  Banking,  Finance  and  Urban  Affairs 

united  States  Rouse  of  Representatives 

Hearings  on  '    . 

H.R.  5731,  the  'Rousing  and  Coasiunity  Development 
Aaendaents  of  1982*  and  related  legislative  proposals 
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Mr.  Chairman  and  seBbars  of  the  SubcoHilttae,  ay  naaa  is 
C.  0.  Smith,  Jr.  I  am  Prasidant  of  CO.  Smith  Induatriaa,  Inc. 
of  Atlanta,  Gaorgia,  and  Chairman  of  tha  Board  of  tha 
Manufacturad  Housing  Institute  (MHI) ,  a  national  trada 
association  rapresanting  individual  manufacturers  and  suppliers 
in  tha  tha  manufacturad  housing  industry. 

I  am  appearing  before  you  today  on  behalf  of  the 
Coordinating  Council  on  Manufactured  Housing  Finance  (the 
Coordinating  Council) ,  of  which  I  am  Vice  Chairman.   I  am 
accompanied  today  by  Harvey  B.  Weiner,  Washington  Counsel  to 
the  Coordinating  Council. 

The  Coordinating  Council  consists  of  three  leading 
manufactured  housing  trade  associations  whose  members  include 
manufacturers,  retailers,  park  operators,  lenders,  developers, 
and  state  associations.  These  three  groups  have  joined 
together  to  work  more  effectively  to  obtain  improvements  in 
both  federal  and  conventional  manufactured  home  finance  and 
secondary  market  programs.   In  addition  to  MHI,  the  Council's 
members  include  the  National  Manufactured  Housing  Federation,  a 
group  of  some  30  state  and  regional  associations  of  retailers 
and  park  owners,  and  the  Western  Manufactured  Housing 
Institute,  which  represents  130  suppliers  and  28  manufacturers 
comprising  65  to  70  percent  of  manufactured  housing  shipments 
in  the  Western  states. 

My  comments  will  address  the  broad  range  of  issues  and 
initiatives  which  are  included  in  this  year's  housing  hearings 
as  they  may  affect  manufactured  housing,  including  the  savings 
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and  housing  industries  •■•rgency  assistance  proposals,  housing 
program  reauthorizations,  federal  preemption  of  state  homm 
finance  restrictions  and  other  Batters. 

Briefly  sumarized,  our  views  are  as  follows s 

*  Manufactured  hoaes,  both  single-  and  ■ulti-sectional, 
sold  with  or  without  land,  and  financed  either  as  real 
or  personal  property,  should  be  expressly  included  in 
any  new  single-  or  aulti-faaily  housing  production 
program  as  well  as  any  housing  investaent  requiresant 
that  may  be  part  of  an  eaergency  loan  or  guarantee 
progran  for  savings  institutions. 

*  All  real  property  combination  aanufactured  home  and 
land  loans  should  be  made  eligible  for  inclusion  in 
the  National  Housing  Act  Title  II  finance  programs  for 
home  ownership  or  rental  housing  development. 

*  Federal  Housing  Administration  (PHA)  negotiated 
interest  rate  authority  should  be  made  permanent  and 
extended  to  Title  I  manufactured  hoae  loans. 

*  Title  I  manufactured  home  loan  insurance  authority 
should  be  expanded  expressly  to  include  previously 
owned  manufactured  homes. 

*  The  manufactured  home  finance  programs  of  the  PHA  and 
the  Government  National  Mortgage  Association  (GNNA) , 
and  the  program  to  be  developed  by  the  Farmer's 
Administration  (FmHA) ,  should  be  preserved  and 
protected  from  future  federal  credit  reductions. 
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•  Authority  siailar  to  that  which  was  aathoris«d  for  thm 
Federal  National  Mortgage  Association  (FHHA)  in  the 
Housing  and  Coainnity  Developaent  Act  of  19t0  (F.L. 
96*399)  should  be  granted  to  the  Federal  Eomm  Loan 
Mortgage  CE>rpQration  (VHLMC)  for  the  purchase  of 
■anufactured  housing  personal  property  loans  and 
credit  sale  finance  instruments. 

•  The  SubcoMiittee  should  urge  HUD  to  deliver  its  report 
on  manufactured  housing  sales  prices*  After  reviewing 
the  report »  the  SubcoMiittee  aay  wish  to  consider 
indexing  National  Housing  Act  Title  I  FHA  aanufactured 
hone  loan  liaits  to  the  Section  203(b)  loan  limits  in 
order  to  provide  for  automatic  adjustments. 

•  State  laws  which  limit  or  prohibit  creditors  from 
entering  into  or  enforcing  adjustable  rate 
manufactured  housing  loans  or  credit  sales  as  well  as 
due-on-sale  provisions  inhibit  housing  investment*  An 
alternative  adjustable  rate  federal  lending  program 
should  be  available  to  lenders  who  are  restricted  by 
such  laws. 

MANUFACTURED  HOUSING  IN  TODAY'S  HOUSING  MARKETPLACE 
Before  I  proceed  further,  I  would  like  to. provide  you  with 
an  overview  of  the  manufactured  housing  industry.  I  believe  it 
is  extremely  important  that  the  Subcommittee  understand  the 
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proninent  position  that  aanufacturtd  housing  occupies  in  the 
current  housing  market.  For  purposes  of  clarification,  the 
terms  "manufactured  housing"  or  "manufactured  home"  as  used  in 
this  p^-atement  refer  to  those  homes  built  in  conformance  to  the 
National  Manufactured  Home  Construction  and  Safety  Standards 
Act  of  1974  (42  U.S.C.  S5401  et  seq.)  (HUD  Code).  As  you  will 
recall,  the  product  name  was  changed  from  "mobile  home"  to 
"manufactured  home"  by  Congress  in  the  Housing  and  Community 
Development  Act  of  1980. 

During  1981,  over  240,000  new  manufactured  homes  were  sold 
in  the  United  States;  a  substantial  number  of  these  were  in  the 
lower  price  ranges.  Presumably  this  is  because,  in  these  days 
of  very  high  interest  rates,  these  homes  provide  the  only  form 
of  affordable  home  ownership  for  many  people.  It  should  come 
as  no  surprise  that  manufactured. housing  today  comprises  over 
80%  of  all  homes  sold  for  less  than  $40,000  and  the  vast 
majority  of  all  homes  under  $50,000. 

Congress  has  recognized  the  importance  of  manufactured 
housing  on  numerous  occasions  in  recent  years.  This 
Subcommittee  and  its  counterpart  in  the  Senate  repeatedly  have 
taken  the  lead  in  expanding  the  range  of  finance  and  secondary 
market  programs  available  to  potential  manufactured  hoa»  owners 
and  lenders  through  the  programs  of  the  PEA,  FmBA,  GNNA  and, 
most  recently,  FMMA. 
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Loan  teras  und«r  these  prograas  and  under  conventional 
finance  prograas  can  now  extend  up  to  30  years  and,  in  certain 
cases  of  conventional  prograas,  to  as  long  as  40  years. 
Increasingly,  these  prograas  are  erasing  the  distinctions 
between  aanufactured  boae  finance  and  traditional  site-^built 
hoae  finance.  In  this  and  other  areas,  aanufactured  housing  is 
approaching  parity  with  other  foras  of  housing. 

Siailarly,  the  old  distinctions  with  respect  to  the  nature 
of  ownership  interests  and  zoning  constraints  are  also  breaking 
down.  In  many  states,  when  a  aanufactured  hoae  is  attached  to 
real  estate  through  soae  fora  of  peraanent  foundation,  and  the 
hoae  and  lot  together  are  owned  by  the  saae  party,  the  boae  is 
eligible  for  treataent  as  real  property  for  taxation,  titling 
and  other  legal  purposes.   In  virtually  all  states  in  the  Nest, 
this  now  has  been  made  clear  as  a  aatter  of  specific  state  law. 
In  the  state  of  California,  for  exaaple,  all  aanufactured  hoaes 
are  taxed  as  real  estate  whether  they  are  on  fee  owned  or 
leased  land. 

As  a  result  of  these  developaents ,  there  is  a  strong 
aoveaent,  particularly  in  the  west,  toward  the  development  of 
jnanufactured  housing  subdivisions  or  tracts.  Also,  slowly  but 
surely,  the  use  of  aanufactured  housing  for  city  lot  infill 
purposes  is  expanding. 

In  addition,  the  old  zoning  barriers  which  effectively  have 
kept  manufactured  hoaes  off  residential  lots  have  begun  to 
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break  down.  Legislatares  and  ooart  cases  in  Michigan,  Vaw 
Jersey,  Hew  Mexico  and  vseraont  have  struck  down  restrictive 
zoning  practices  that  dificrlMxnated  against  aanufactured  boae 
owners.  Last  year,  the  California  legislators  enacted  far- 
reaching  legislation  to  require  local  coaiiinities  either  to 
permit  nafiufactut^d  homes  attached  to  permanent  foundations  on 
any  residentially  xoned  lots  or  to  make  reasonable  alternative 
treatment  available  to  manufactured  housing  (California  Senate 
Bill  1960).  This  law  became  effective  only  last  July  and  the 
current  economic  downturn  has  inhibited  its  use  on  any 
substantial  basis. 

Despite  the  promise  of  these  recent  developments ,  in  an 
overwhelming  number  of  cases  manufactured  housing  continues  to 
be  sold  and  financed  as  it  traditionally  has  been. 

HOUSING  PRODOCTION  INITIATIVB8 
Several  legislative  proposals  have  been  introduced  in  the 
House  and  Senate  aimed  at  reviving  the  deeply  depressed  housing 
industry  and  returning  jobs  and  home  ownership  opportunities  to 
Americans.  The  Coordinating  Council  strongly  supports  the 
objective  of  these  initiatives  and  urges  that  both  single*  and 
multi -sectional  manufactured  homes,  financed  with  or  without 
land,  be  included  in  any  such  initiatives. 

The  inclusion  of  manufactured  housing  in  any  legislated 
housing  production  programs,  such  as  those  sponsored  in  H.M* 
5731,  H.R.  5834  or  H.R.  5889,  particularly  when  manufactured 
homes  both  with  and  without  land  are  eligible,  provides 
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substantial  job  stiaulation  and  affordable  hoaa  oimership 
opportunitlas.  Single-section  and  aulti-section  aanufactured 
hones  sold  without  land  are  an  effective  neans  of  providing 
hone  ownership  both  for  families  unable  to  afford  land 
ownership  in,  for  exanple,  high  land  cost  areas  and  traditional 
park  settings,  and  for  those  who  may  already  own  land, 
particularly  in  rural  areas. 

While  the  financing  of  manufactured  homes  as  real  estate  is 
a  recent  trend  in  the  housing  market,  the  predominant  share  of 
manufactured  homes  are  financed  as  personal  property  through 
installment  credit  sale  contracts  with  a  security  lien  taken  on 
the  home,  independent  of  the  land  to  which  it  may  be  affixed. 
Any  legislative  housing  program  which  is  limited  to  real 
property  mortgage  loans  effectively  excludes  most  manufactured 
homes. 

Likewise,  for  reasons  such  as  affordability,  land  scarcity 
and  energy  usage,  the  vast  majority  of  manufactured  homes  pur- 
chased are  single-  as  opposed  to  multi-section  homes.  Last  year 
single-section  homes  outsold  multi-section  homes  by  a  factor  of 
more  than  three  to  one.  Personal  property  single-section 
manufactured  homes  also  present  a  viable  low-cost  housing 
component  to  the  stimulus  programs  for  families  of  lower  income 
who  might  otherwise  be  precluded  from  participating. 
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Dmclitm   ia  tbm  Wwigf  actor^d  Wanmiam   ladMtry 

Tte  ■■niif  actor  ad  booalng  iadnstry  ia  bagiaAiag  to  saff^r 
fro0  tba  9amm   aooooaic  Sift  icul ties  of  cocaaaicB  mad   kigh 
intaraat  rataa  mm   tlia  #it»*built  booalng  iaaoatry,  raooXtiag  ia 
dapraaaad  piodocticn  mid   aliaioation  o£  joba.  fOc  aaaaplo, 
total  aa/iiifactur«a  boaa  abipaenta  £or  tba  aoat  racant  ai«  ■ontb 
pariod  for  ubicb  data  la  avallabla  (Aogoat,  IMl  tbroogb 
January,  1962)  bava  dacllnad  approzlaataly  €%  £roa  tba  aana 
pariod  of  tba  prior  yaar  and  19%  froa  tba  mmmm   pariod  tao  yaara 
aarllar*  In  fact,  vara  It  not  for  laolatad  daaind  in  tba 
anargy^booB  atataa  of  Taxaa  and  Oklaboaa,  wblcb  togatbar 
accountad  for  22*1%  of  all  nanafactarad  hoaa  abipaaata  daring 
thla  alx-nonth  pariod,  tba  dacllna  In  ablpaanta  aoold  ba 
aobatantlally  sora  dranatlc. 

If  tha  data  for  Taxaa  and  Oklaboaa  vara  dalatad  froa  total 
•hlpaanta  for  tha  aix-aontb  parloda  of  aacb  of  tba  paat  tbraa 
yaara,  tha  ahlpnanta  for  tba  noat  racant  alx*aontb  pariod  would 
ba  off  121  f roa  tha  lana  pariod  ona  yaar  aarllar  and  off  2t« 
fron  tha  pariod  two  yaara  aarllar.  Tha  raaaon  for  tba 
•Ignificant  changa  ia  that  tha  atataa  of  Taxaa  and  Oklaboaa 
accounted  for  only  121  of  ahlpaanta  for  tha  aaaa  alx-aontb 
pariod  in  1979  and  only  16.31  of  ahlpaanta  during  tba  aaaa 
•Ix-aonth  period  In  1980. 

The  impact  of  the  receaaion  on  the  Induatry  can  ba 
illuftrated  acre  draaatically  by  the  fact  that.  In  aoaa  atataa 
and  raglona  of  the  country,  the  recent  dacllna  In  tba 


Digitized  by 


Google 


2067 


manufactured  housing  industry  has  bs«n  far  aors  ssvers  than 
national  figures  indicate.  For  exanple,  in  the  states  of 
California  and  Washington  in  the  West  and  in  Ohio  and  Indiana 
in  the  Mid-West  (all  four  states  are  aaong  the  fifteen  leading 
manufactured  home  states  by  shipments) ,  we  can  see  a  dramatic 
decline  in  shipments  over  the  past  several  years. 

For  the  six-month  period  described  above,  manufactured  home 
shipments  have  declined  from  the  same  six-month  period  of  the 
prior  year  by  the  following  percentages:  California,  24 .M; 
Washington,  38%;  Indiana,  37.31;  and  Ohio,  39.71.  From  that 
same  period  two  years  earlier,  shipments  in  these  four  states 
were  off  by  the  following  percentagess  California,  49.11; 
Washington,  47.8%;  Indiana,  46.9%;  and  Ohio,  53.8%. 
Job  Production 

Losses  in  shipments  and  production  have  naturally  led  to 
factory  slowdowns  and  closings  and,  unfortunately,  to   , 
significant  job  losses.  Nationally,  there  have  been  30  plant 
closings  during  the  past  six  months  in  the  manufactured  housing 
industry.  Nine  of  50  plants  in  California  have  been  shut 
down.   It  is  important  to  recognize  that  the  carrying  costs  for 
closed  and  idle  factories  are  especially  burdensome  in  these 
difficult  economic  times. 

While  at  first  glance  the  employment  multiplier  in  the 
manufactured  housing  industry  may  not  appear  to  be  as  high  as 
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in  tbe  site-built  boosing  industry,  quite  tbe  opposite  aay  be 
true  on  a  dollar -£or -dollar  basis.  Manafactured  boaes  witboat 
land  on  tbe  average  sell  for  approziaately  25  to  35  percent  of 
tbe  price  of  a  site-built  single-family  boae  witb  land.  Tbis 
means  tbat  for  every  site-built  borne  tbat  can  be  produced  with 
a  given  nuaber  of  dollars,  tbree  to  four  eanofactured  boies  can 
be  built.  Tbus,  irbile  an  expenditure  for  site-built  bousing 
creates  greater  on-site  construction  eeployaent,  a  similar 
amount  spent  on  manufactured  bousing  will  create  greater 
off-site  job  opportunities  botb  in  tbe  manufactured  housing 
factory  itself  and  in  ancillary  services  such  as  delivery,  site 
preparation  and  set-i^.  Also,  sucb  expenditures  generate 
greater  quantities  of  appliances,  fixtures  and  furnishings. 
Using  a  sales  price  ratio  of  tbree  or  four  to  one,  equal 
expenditures  on  manufactured  bousing  will  produce  nearly  three 
to  four  times  as  many  refrigerators,  sets  of  furnishings, 
carpeting,  drapes,  and  other  bousing  related  goods. 

Another  factor  in  favor  of  manufactured  bousing  is  that  a 
nanufactured  home  unit  transaction  is  100%  job-producing  since 
the  entire  product  is  labor -ere a ted.  in  contrast,  in  a 
traditional  site-built  housing  transaction,  perhaps  ten  to 
twenty  percent  is  attributable  to  the  cost  of  raw  land* 
Therefore,  only  80  to  90  percent  of  any  monies  expended  on 
site-built  housing  produces  jobs. 
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Sp^cif  ic  Co— nt»  on  Housing  Stiaulus  Legislation 

1.  Anount  and  Tara  of  Assistanca 

H.R.  5731,  as  an  aaandaant  to  Section  23S(q)  of  the 
National  Housing  Act  (Sac.  207  of  tha  Housing  and  Coaanxnity 
Developaient  Act  of  1980),  would  provide  payments  to  approved 
lenders  for  a  ten-year  period  on  behalf  of  eligible  borrowers 
of  certain  hoaM  loans  in  an  aaount  equal  to  the  lesser  of 
between  20  and  25  percent  of  the  borrower's  incoae  or  the 
anount  required  to  reduce  the  interest  rate  on  the  hone  loan  to 
9  1/2%,  or  12%  in  the  case  of  an  eligible  manufactured  home 
transaction.  The  Coordinating  Council  suggests  that  the 
Subcomittee  reduce  the  period  and  the  depth  of  the  interest 
rate  assistance  in  order  to  assist  a  greater  nuaber  of 
households  and  finance  a  greater  nuiiber  of  hoaes  for  the  funds 
appropriated.  This  could  be  acconplished,  at  least  with 
respect  to  manufactured  housing,  without  any  substantial 
increase  in  the  income  levels  of  those  who  could  participate  in 
the  program,  given  the  wide  range  of  prices  and  product  choices 
available  in  this  affordable  housing  alternative. 

2.  Manufactured  Homes  with  Real  Property  Mortgages 

It  is  also  ambiguous  under  this  legislation  as  to  whether 
or  not  a  manufactured  home  financed  with  a  real  property 
mortgage  insured  under  Section  203(b)  of  the  National  Rousing 
Act  would  be  eligible  for  assistance.  If  such  homes  are 
eligible,  it  is  not  clear  whether  the  9  1/2%  interest  rate  for 
a  real  property  mortgage  or  the  12%  rate  for  a  Title  I 
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■anafactared  bom  woald  apply #  or  which  Of  the  tiio  sort9ag« 
cftilings  is  applicable  (the  PHA  Title  Z  liait  for  MiiiBfaetiirod 
boae  loans  or  82%  of  the  Section  203(b)  limit  for  traditional 
site-built  hoae  Mortgages).  Manufactured  boaes  financed  as 
condoainiuBS  raise  a  siailar  question  under  H.R.  5731.  When 
the  manufactured  hose  is  secured  by  a  real  estate  mortgage, 
whether  or  not  the  home  is  FHI^-insured,  we  urge  that  owmexs  of 
manufactured  homes  be  treated  in  a  manner  similar  to  other 
mortgagors  under  Section  235  (q)  or  in  any  other  legislation. 

3.  Loan  or  Mortgage  Insurance  Requirements 

Section  235  (q)  and  the  proposed  housing  stimulus  legislation 
also  would  require  PHA  insurance  on  all  eligible  manufactured 
homes  assisted  under  the  program,  ffe  recommend  that  this 
requirement  be  removed  to  the  extent  that  other  properties  may 
be  financed  under  the  program  without  government  loan  or 
dbrtgage  insurance.  However,  if  assistance  is  limited  to 
mortgages  or  loans  that  are  government  insured  or  guaranteed,  we 
suggest  that  the  Veterans  Administration  (VA)  guarantee  program 
should  qualify  along  with  PHA  insurance  programs  for 
manufactured  housing. 

4.  Consumer  Safeguards 

Zn  adopting  Section  501(c)  of  the  Depository  Institations 
Deregulation  and  Monetary  Control  Act  of  19S0  (P.L.  9€-221) , 
Congress  has  taken  steps  to  provide  consumer  protections  in  the 
Bf   of  personal  property  manufactured  home  lending,  lie  would 
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have  no  objection  to  tt  provision  in  the  housing  stimulus 
legislation  which  required,  as  a  condition  of  eligibility  for 
conventional  financing,  that  all  such  loans  financed  under  the 
program  comply  with  the  Federal  Home  Loan  Bank  Board  consumer 
protection  regulations  issued  under  the  special  pMnufactured 
housing  usury  preemption  provision  of  P.L.  96-221.  Similar 
protections  are  already  included  in  the  TBk   and  VA  programs. 

5.  Lender  Approval 

Section  235 (q)  and  the  proposed  legislation  require  that 
mortgagees  under  the  program  be  approved  by  the  Secretary  of 
HUD.   It  is  unclear  to  us  whether  lenders  who  are  already  PHA- 
approved  under  the  National  Housing  Act  would  automatically 
qualify.  We  would  recommend  that  that  be  the  case.  We  would 
also  urge  that  a  special  expedited  approval  be  provided  for 
other  lenders  in  order  to  provide  assistance  in  the  most 
efficient  manner  and  in  the  shortest  possible  time. 

6.  Manufactured  Home  Unit  Cap 

The  existing  statute  restricts,  as  does  the  proposed 
legislation,  the  amount  of  assistance  which  could  be  extended 
to  manufactured  homes  to  a  maximum  of  20^  of  the  total  number 
of  units  assisted.  We  urge  that  no  such  artificial  cap  be 
applied  to  the  program.  As  we  understand  it,  the  legislation 
is  intended  to  infuse  funds  quickly  into  the  housing  market. 
A  unit  limitation  on  manufactured  housing  would  create  an 
unnecessary  administrative  burden  and  retard  the  commitment 
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of  funds  under  this  program  aerely  for  the  sake  of  arbitrarily 
controlling  the  level  of  participation  by  purchasers  and 
builders  of  aanufactured  homes.   If  the  Snhrn— Ittee  shoald 
decide  to  include  such  a  cap,  ve  urge  that  it  be  stated  as  a 
percentage  of  total  funding,  not  of  units,  and  that  it  be  based 
upon  a  percentage  which  acre  fairly  represents  the  ratio  of 
manufactured  homes  to  the  total  number  of  U.S.  new  hoasing 
sales. 

EMBBGERCT  THRIFT  ASSISTAHCB 
For  the  reasons  we  outlined  previously  regarding  housing 
affordability  and  job  stimulation,  ve  urge  that  both  personal 
property  and  real  estate  financed  manufactured  home  loans  be 
expressly  included  in  any  financial  assistance  legislation  for 
federally  insured  depository  institutions,  such  as  that 
proposed  in  H.R.  5568,  the  "Home  Mortgage  Capital  Stability 
Act,"  which  carries  a  housing  loan  or  investment  requirement. 
We  concur  with  testimony  provided  to  this  Subcommittee  earlier 
by  Mr.  Coles  of  the  National  Savings  and  Loan  League  that,  to 
the  extent  that  institutions  must  reinvest  deposits  into 
housing  as  a  condition  of  federal  loan  or  net  worth  guarantee 
assistance,  the  institutions  should  have  the  flexibility  to 
meet  the  housing  credit  needs  of  their  communities  by  making 
loans  for  manufactured  homes. 
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MOLTX-fANZLT  BOOSZWS  PSOOIX^TZOII  PBOGSAN 
The  Coordinating  Council  siqpports  thm   •ffort  mmdm  bf  H.lt. 
5731  to  replact  th«  exp«nsiv«  Section  8  rental  assistanca 
prograa  irith  an  litnovatlire  and  lass  costly  milti-faaily 
construction  and  rehabilitation  prograa  (Title  ZXZ,  Part  B',   the 
"Rental  Housing  Production  and  Rehabilitation  Act  of  1982"). 
lie  particularly  support  that  part  of  the  bill  which  provides 
the  ability  for  state  and  local  governments  to  fashion 
individualized  projects  with  the  private  sector  for  assistance 
under  this  new  prograa. 

The  rigidity  of  past  rental  construction  and  rehabilitation 
progress  has  required  subsequent  legislative  aaendaents  in 
order  to  authorize  the  inclusion  of  nanufactured  hoae  rental 
spaces.  These  changes  were  designed  to  allow  local  governaents 
in  many  areas  of  the  country  to  respond  to  their  coMiunities' 
needs  better  and  to  take  advantage  of  the  substantial  tiae  and 
cost  savings  of  using  manufactured  housing  and  space  rentals  as 
assisted  rental  units. 

Last  year,  in  recognition  of  the  need  in  some  areas  of  the 
country  for  manufactured  homes  and  space  rental  developments, 
and  of  the  benefits  these  homes  and  projects  could  bring  to 
federal  rental  construction  and  rehabilitation  programs, 
legislation  initiated  in  this  Subcommittee  amended  the  Section 
8  program  to  authorize  HUD  to  contract  for  rental  assistance 
with  owners  of  those  types  of  "units"  (Sec.  329H,  Omnibus 
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Budget  Reconciliation  Act  of  1981,  P.L.  97-35).   In  addition,  a 
tax  code  aaendnent  in  the  Bconomic  Recovery  Tax  Act  of  1981 
(Sec.  201(h)(3),  P.L.  97-34)  which  provides  certain  capital 
cost  recovery  benefits  to  investors  of  rental  aanufactured 
hones  is  further  evidence  of  Congress'  recognition  that 
manufactured  housing  may  provide  part  of  the  answer  to  our 
nation's  growing  need  for  affordable  rental  housing. 

In  view  of  the  new,  more  flexible  program  being  proposed  as 
a  substitute  for  Section  8  under  H.R.  5731,  the  Coordinating 
Council  urges  that,  in  keeping  with  the  policy  of  last  year's 
legislation  and  with  this  bill's  laudable  aim  to  provide 
flexibility  and  local  determination,  it  be  made  clear  that 
manufactured  homes  are  eligible  rental  units  and  that 
manufactured  home  space  rental  developments  are  eligible 
projects  under  Title  III,  Part  B  of  the  bill. 

TITLE  II  FIHANCIN6  FOR  MANUFACTURED  HONES 
The  Coordinating  Council  strongly  supports  proposals  such 
as  S.  1702,  which  would  establish,  on  a  permanent  basis,  that 
manufactured  housing  built  in  conformance  to  the  HUD  Code  and 
affixed  to  a  permanent  foundation  would  be  eligible  for 
financing  under  Section  203(b)  of  the  National  Housing  Act. 
Such  financing  would  be  in  addition  to  the  Title  I  combination 
land  and  home  program,  and  would  be  on  the  same  terms  and 
conditions  as  any  other  form  of  single-family  housing,  lie 
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believe  that  this  is  a  sound  and  iaportant  step  which  is 
clearly  justified  by  the  quality  of  manufactured  hoaes,  and  we 
urge  enactaent  of  this  provision. 

It  has  long  perplexed  us  that  used  manufactured  homes  have 
been  eligible  for  Section  203(b)  financing  while  new 
manufactured  homes,  though  built  in  the  most  modern  fashion, 
have  not  been.  This  is  an  anomaly  of  the  law  which  we  believe 
has  been  without  justification.  While  HUD  has  taken 
administrative  steps  to  alleviate  this  situation,  which  we 
commend,  we  believe  that  such  legislation  would  be  extremely 
useful  because  it  would  make  clear,  once  and  for  all,  that 
manufactured  homes  are  intended  by  Congress  to  be  eligible  for 
Section  203(b)  financing. 

NEGOTIATED  INTEREST  RATES 
The  Housing  and  Community  Development  Act  of  1980  authorized 
limited  demonstration  authority  for  negotiated  interest  rates 
for  the  Section  203(b)  mortgage  insurance  program.  This 
authority  was  extended  by  the  Omnibus  Budget  Reconciliation  Act 
of  1981.  We  strongly  support  the  concept  of  negotiated  interest 
rates.  It  is  our  position  that  competition  in  the  marketplace 
will  serve  to  regulate  interest  rates  more  effectively  than 
will  the  imposition  of  artificial  rate  ceilings  by  FHA. 
Presently,  when  the  FHA  maximum  interest  rates  are  too  low, 
lenders  either  abemdon  the  FHA  market  for  the  conventional 
market  or  compensate  by  increasing  seller  points.  On  the  other 
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handr  wh«n  the  FHA  interest  rate  has  rcaained  high  in  a  falling 
interest  rate  aarket,  lenders  in  the  rSh  prograa  originate 
loans  at  coapetitive  aarket  rates,  regardless  of  their  ability 
to  charge  a  higher  FHH  rate,  lie  believe  that  this  provas  tbat 
artificially  established  VBK   interest  rate  ceilings  serve 
little  purpose,  and  we  strongly  endorse  the  concept  of  negoti- 
ated interest  rates. 

We  would  like  to  urge  the  Subcoaaittee  to  consider  extend- 
ing the  negotiated  interest  rate  authority  to  the  Title  Z  aanu- 
factured  hoae  loan  insurance  prograa.  The  saae  aarketplaee 
coapetitive  forces  that  enable  such  a  prograa  to  work  with 
Section  203(b)  aortgages  act  tipon  the  Title  I  loan  aarket.  The 
introduction  of  the  negotiated  interest  rate  for  all  TBh   insur- 
ance prograas  would  be  a  aajor  step  toward  deregulation  and 
would  appear  to  be  consistent  with  .the  goals  of  the  Congress. 

BXZ8TZ1I6  MUIUPACTURED  BOMB  TITLE  I  LOMI  XMSUBMICB  PBOGBM 
Current  FHA  Title  I  regulations  prohibit  the  insuring  of 
loans  for  existing  aanufactured  boaes  unless  the  bones  ware 
previously  financed  under  Title  I  (24  C.F.R.  S201.S10).  Wm 
believe  that  this  regulatory  restriction  any  not  be  required  by 
the  National  Bousing  Act.  To  reaove  any  possible  aabiguity 
that  aay  exist  on  this  point,  however,  we  urge  the  Subcoaaittea 
to  consider  an  aaendaent  to  the  National  Housing  Act 
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specifically  authorizing  Titla  I  insuranoa  on  loana  for  the 
purchase  of  existing  manufactured  hones,  regardless  of  iiow  they 
were  previously  financed.  This  would  be  consistent  with  the 
Subcomittee's  efforts  to  extend  and  preserve  bousing  credit 
insurance  for  needy  segments  of  the  market. 

Today  there  is  a  large  stock  of  quality-built  existing 
manufactured  homes.  The  lack  of  adequate  financing  deprives 
the  home  owner  of  the  ability  to  sell  his  home  at  a  fair 
price.  We  believe  that  this  existing  stock  of  affordable 
housing  should  be  effectively  utilized  and  that  steps  should  be 
taken  to  make  new  means  of  financing  available. 

FHA  AMD  GNNA  CREDIT  CUTBACKS 
Because  manufactured  housing  is  a  major  source  of 
affordable  housing  for  first-time  home  buyers,  the  elderly  and 
low-  to  middle-income  families,  the  federal  finance  programs 
involved  with  manufactured  housing  should  be  preserved  from 
significant  credit  cutbacks.  Any  further  efforts  to  reduce  the 
ceiling  on  the  federal  credit  programs  must  ensure  that  those 
programs  specifically  directed  toward  the  most  affordable 
housing  options  are  spared. 

The  GNMA  mortgage-backed  securities  program  provides  the 
only  organized  secondary  market  for  traditional  credit  sale- 
financed  personal  property  manufactured  homes.  In  today's 
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mortgage  market,  few  lending  Institutions  are  willing  to  tie  up 
funds  in  £ixed  rate  long-term  loans  to  be  held  in  their 
portfolios.  In  addition,  many  mortgage  bankers  —  trtio  have 
played  a  major  role  in  financing  manufactured  hosws  **  cmnnot 
afford  to  hold  loans  in  their  portfolios  without  the  ability  to 
sell  them  on  the  secondary  market.   If  the  GNIA  mortgage-backed 
securities  program  did  not  exist,  those  lenders  not  willing  or 
able  to  hold  manufactured  housing  credit  sale  instruments  in 
their  own  portfolios  would  be  driven  from  the  manufactured  home 
finance  market.  We  therefore  urge  that  the  TEA   manufactured 
housing  insurance  program  and  the  GKHk   mortgage-backed 
securities  program  be  insulated  against  any  credit  reductions 
in  the  Fiscal  Year  1983  and  subsequent  federal  budgets. 

FHLMC  IfANUFACTURED  HOUSING  LOAN  PURCHASE  AUTHORITy 
While  the  6NMA  mortgage-backed  securities  program  has  baan 
a  highly  successful  secondary  market  program  for  manufactured 
housing  finance  instruments,  the  program  is  limited  to 
FHA-insured  and  VA-guaranteed  loans  and  credit  sales.  Today 
there  is  no  organized  secondary  market  for  conventionally 
financed  manufactured  home  credit  sale  instruments. 
Legislative  authority  was  granted  to  FNMA  in  the  Housing  and 
Community  Developments  Act  of  1980  to  establish  such  a 
program.  We  are  working  with  FNMA  and  are  hopeful  that  such  a 
program  will  be  forthcoming. 
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In  recognition  of  current  and  proposed  federal  credit 
program  cutbacks,  as  well  as  the  desirability  of  developing 
greater  private  housing  mrket  programs ,  the  establishment  of 
aanyfactured  home  ^personal  property  loan  purchase  progcams  for 
the  secondary  markets  takes  on  added  importance.  The 
Coordinating  Council  therefore  recommends  that  authority  similar 
to  that  granted  to  FRMk  be  granted  to  the  PHLNC  for  the 
implementation  of  a  manufactured  housing  loan  and  credit  sale 
instrument  purchase  program, 

INDBX  FOR  ran   TITLE  I  MOTOniCTUSBD  BOMB  LOAM  LIMITS 
The  Housing  and  Community  Development  Act  of  1980 
established  an  indexed  ceiling  for  PHA  Section  203(b) 
mortgages.  The  maximum  mortgage  amount  for  a  single-family 
residence  is  not  to  exceed  $67,500  or,  in  the  discretion  of  the 
Hin>  Secretary,  the  lesser  of  133  1/3%  of  the  basic  limit 
($89,978)  or  95  percent  of  the  area's  median  home  sales  price. 
As  a  result,  FHA  Section  203(b)  mortgage  limits  are  permitted 
to  follow  the  housing  price  trends  more  closely  from  area  to 
area  without  the  necessity  of  returning  to  the  Congress  for 
legislative  amendments. 

Section  308(e)  of  the  Act  mandated  the  Secretary  to  report 
no  later  than  January  1,  1982,  on  a  procedure  for  collecting 
and  reporting  manufactured  home  sales  price  data  and  to  report 
such  information  on  a  national,  regional  and  area-wide  basis. 
Since  that  report  has  not  been  delivered,  we  recommend  that  the 
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Subconnittee  urge  the  Department  to  coaplete  its  study  and 
produce  the  report  at  the  earliest  possible  date.  Folloiring  a 
review  of  the  HUD  report,  the  SubcomBittee  may  wish  to  consider 
the  establishment  o£  an  index  for  TEA   Title  I  manufactured  home 
loan  limitSr  keyed  to  the  Section  203(b)  mortgage  limit,  trtiich 
would  allow  for  automatic  adjustments  without  the  need  for 
repeated  legislative  amendments  to  the  statute. 

ADJUSTABLE  RATE  LENDING  PARITY  FOR  NANUFACTURBD  BOMB  LENDERS 
The  Coordinating  Council  supports  alternative  federal 
lending  authority  to  state  laws  which  limit  or  prohibit  a 
creditor  from  entering  into  and  enforcing  an  adjustable  rata 
real  estate  or  manufactured  home  purchase  loan  or  credit  sala. 
Federal  savings  and  loan  associations,  national  banks  and 
national  credijt  unions  currently  have  adjustable'  rate  financa 
and  due-on-sale  preemption.  Finance  companies  and  mortgage 
banking  companies  —  major  sources  of  home  purchase  funds  for 
the  manufactured  housing  industry  —  do  not  benefit  from  a 
similar  preemption.  Federal  regulatory  agencies  thus  have 
given  the  federally  chartered  institutions  a  great  com^etitiva 
advantage  over  state-chartered  depository  institutions  and 
state-licensed  finance  companies  and  mortgage  banking  ooapanias. 

With  today's  volatile  interest  rates,  creditors  may  ba 
reluctant  to  lock  into  long-term  fixed-rate  inveataents 
(particularly  without  authority  to  enforce  due-on-aale 
provisions).  Preemption  is  a  valuable  tool  which  should  be 
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extended  to  all  creditors  so  that  they  have  the  flexibility  to 
adjust  their  portfolios  to  fluctuating  interest  rates  and 
secondary  market  yield  demands. 

Authority  for  adjustable  rate  finance  instruments  should 
also  be  granted  to  the  FHA  and  the  VA  for  both  their  real 
estate  and  manufactured  home  loan  programs. 

CONCLUSION 

In  conclusion,  I  want  to  thank  you,  Mr.  Chairman,  and  the 
entire  Subcommittee  for  allowing  me  the  opportunity  to  appear 
before  you  today  on  behalf  of  the  Manufactured  Housing 
Institute  and  the  Coordinating  Council  on  Manufactured  Housing 
Finance  to  testify  on  these  important  and  innovative  housing 
proposals.  Again,  the  Coordinating  Council  strongly  recommends 
that  these  proposals  include  manufactured  homes,  whether 
financed  as  real  or  personal  property,  and  without  distinction 
as  to  the  number  of  modules  or  the  necessity  for  federal  loan 
or  mortgage  insurance. 

We  hope  that  you  will  give  serious  consideration  to  our 
suggestions.   I  would  be  pleased  to  answer  any  questions  you 
might  have,  and  our  Washington  counsel  would  be  happy  to  work 
with  the  Subcommittee  staff  in  perfecting  any  of  the 
recommendations  we  have  made  today. 
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Chairman  Gonzalez.  Thank  you  very  much. 
I  can  assure  you  that  we  are  giving  very  serious  consideration  to 
some  of  these  suggestions. 
We  are  going  to  proceed  and  recognize  Mr.  Slepin. 

STATEMENT  OF  MATTHEW  B.  SLEPIN,  DIRECTOR  FOR  HOUSING 
DEVELOPMENT,  COOPERATIVE  LEAGUE  OF  THE  U.SJL 

Mr.  Slepin.  Thank  you  venr  much,  Mr.  Chairman. 

My  name  is  Matt  Slepin.  I  am  the  director  for  housing  develop- 
ment for  the  Cooperative  League  of  the  U.S.A.  Morgan  Williams 
apologizes  for  not  being  able  to  be  here  today.  I  will  summarize  my 
testimony. 

The  Cooperative  League  was  founded  in  1916.  It  is  a  national 
membership  and  trade  association  for  all  kinds  of  cooperatives.  Our 
membership  includes  America's  farm  supply,  farm  marketmg, 
housing,  rural  electric  and  telephone,  credit  unions,  food,  he«dui 
care  and  other  types  of  cooperatives.  Together  our  cooperativaB 
serve  40  million  Americans  of  every  race,  age,  income,  dasB  mid 
ethnic  group  residing  in  all  50  States.  We  believe  that  the  coop 
w^  of  doing  business  is  a  good  way  of  doing  business. 

Our  economy  is  in  a  state  of  rapid  change.  In  particular,  the 
changing  role  of  Government,  financial  institutions,  the  homdbuild- 
ing  industry  and  the  needs  and  preferences  of  American  fieuiulieB 
have  demanded  timely  adaptation  by  the  housing  industry. 

During  this  period  of  change  and  into  the  future,  we  feel  that  co- 
operatives will  have  an  important  and  unique  role  to  play,  particu- 
larly in  the  housing  sector.  Innovative  financing  techniques  and 
the  benefits  accrued  through  resident  ownership  and  confirol  have 
combined  to  make  cooperative  housing  an  incrrasingly  popular  al- 
ternative to  both  rental  and  condominiimi  housing  througnout  the 
country. 

For  example,  housing  cooperatives  are  becoming  a  preferred 
option  for  the  elderly.  They  offer  senior  citizens  a  chance  to  move 
into  attractive  communities  in  which  they  continue  to  be  important 
and  participating  citizens.  This  is  also  seen  as  an  innovative  way  of 
resolving  the  problem  of  empty  nesters. 

Local  communities  view  cooperatives  as  an  alternative  to  low- 
income  rental  and  public  housing  that  has  satisfied  staunch  critici 
of  assisted  housing  programs.  Self-help  and  sweat  equity  housing  is 
also  being  developed  in  rural  areas  and  on  coll^;e  campuses^— two 
areas  in  which  we  expect  to  see  a  lot  of  new  cooperative  activity. 

Probably  the  migor  area  of  cooperative  housing  activity  has  been 
and  will  continue  to  be  in  the  conversion  of  rental  property  to  coop> 
erative  ownership.  Through  innovative  financing  t>echniqu6S,  a 
high  percentage  of  current  residents  can  afford  to  stav  in  their 
homes  and  become  cooperative  homeowners  at  favorable  intneat 
rates  without  subsidy. 

Another  area  of  cooperative  activity  has  been  the  developmeiit  of 
leasing  cooperatives.  In  a  leaseback  arrangement,  the  property 
itself  is  actually  owned  hy  a  limited  partnership  as  rental  nouiring. 

This  arrangement  partially  solves  one  of  the  major  drawbackp  of 
low-income  cooperatives,  the  lack  of  capital.  In  enect»  the  coopcra- 
tive  members  trade  off  their  homeowners  tax  deductions  fiir  an 
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inflow  of  capital  from  the  partnership.  This  tvpe  of  arrangement 
has  allowed  groups  to  purchase  property  that  they  would  have  oth- 
erwise not  had  the  cash  to  afford.  It  is  an  intermediate  step  be- 
tween rental  and  ownership  that  can  serve  as  a  critical  bridge  en- 
abling renters  to  become  cooperative  homeowners. 

Mr.  Chairman,  I  am  pleased  that  H.R.  5731  does  address  many  of 
the  needs  of  housing  cooperatives.  I  would  like  to  express  our  sup- 
port for  the  provisions  of  H.R.  5731  that  do  meet  these  needs. 

Several  minor  modifications  to  this  legislation  and  to  existing 
law  are  needed  for  these  programs  to  work  effectively  for  housing 
cooperatives.  H.R.  5737  relies  upon  the  FHA  203(n)  pro-am  as  the 
vehicle  for  cooperative  share  financing  under  a  revitalized  235 
homeownership  program.  Several  technical  changes  to  the  203(n) 
statute  are  required. 

As  you  may  be  aware,  203(n)  was  passed  by  Congress  in  1974  as 
the  first  Federal  step  to  promote  cooperative  share  financing.  To 
date,  not  one  203(n)  loan  has  been  insured.  A  major  problem  in  our 
view  has  been  the  lack  of  underst£mding  of  cooperative  share  fi- 
nancing. This  is  reflected  in  the  original  Z03(n)  legislation,  a  migor 
reason  why  the  Department  of  Housing  and  Urban  Development 
has  been  unable  to  issue  workable  regulations  for  the  program. 

Our  suggested  revisions  are  included  in  the  written  testimony.  I 
will  be  glad  to  work  with  the  subcommittee  staff  on  specific  lan- 
guage to  address  these  problems. 

Several  other  sections  of  H.R.  5731  require  clarification.  Part  B, 
the  multifamily  housing  production  program,  includes  cooperatives 
as  well  as  rental  projects  as  eligible  for  the  interest  reduction  loan. 
There  is  a  stipulation  that  cooperatives  be  owned  by  "limited  divi- 
dend corporations,  private  nonprofit  corporations,  or  other  nonprof- 
it corporations  or  limited  dividend  entities  eligible  under  section 
221(eX3)  or  (e)  of  the  National  Housing  Act." 

Few  housing  cooperatives,  including  limited  equity  cooperatives, 
are  incorporated  as  nonprofits  or  limited  dividend  corporations.  As 
noted  above,  cooperatives  are  generally  incorporated  under  the 
business  code  as  regular  corporations.  Hence  this  requirement 
should  be  taken  out. 

It  is  our  view,  however,  that  subsidized  cooperatives  should  have 
a  mechanism  to  insure  affordability  by  the  original  income  popula- 
tion over  time.  This  is  generally  accomplished  through  either  limi- 
tation on  the  price  of  membership  resale  or  requiring  that  incom- 
ing members  be  of  a  certain  income  level. 

The  statute,  however,  is  not  an  appropriate  place  to  specify  such 
requirements.  HUD,  in  issuing  regulations,  must  meet  all  statutory 
requirements.  To  carry  out  this  mandate,  HUD  would  place  appro- 
priate restrictions  on  the  cooperative  through  its  occupancy  and 
regulatory  agreements. 

We  also  have  some  questions  as  to  the  use  of  the  emergency 
mortgage  relief  program  in  cooperatives.  The  pro-am  does  specify 
in  the  eligibility  section  that  the  property  securing  the  mortgage 
could  include  a  security  interest  in  a  cooperative.  It  is  my  assump- 
tion in  reading  the  legislation  that  this  would  apply  to  pajrments 
on  cooperative  share  loans.  My  question  is  whether  or  not  this 
would  also  assist  a  cooperative  member  in  paying  monthly  carrying 
chcu'ges  to  the  cooperative. 
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The  greatest  need  for  this  program  will  not  be  in  cooperatives 
whose  members  have  taken  out  loans  to  assist  in  the  purchase  of 
shares.  Rather,  the  need  will  be  in  those  cooperatives  whose  mem- 
bers own  their  shcu'es  outright  but  cannot  afford  to  pay  their 
monthly  carrying  charges  to  the  cooperative.  We  recommend  that 
this  section  of  H.R.  5731  be  clcu-ified  to  spedfically  allow  this  lype 
of  assist£mce  to  cooperative  homeowners. 

My  final  comments  concern  the  so-called  voucher  or  existing  sec- 
tion 8  program.  It  appears  that  this  program  wQl  be  a  nugor  focus 
of  this  year's  housing  bill.  Certainly,  the  use  of  such  assistance 
should  be  available  for  members  or  potential  members  of  housing 
cooperatives.  If  the  statute  is  restricted  to  rental  type  housing,  the 
assistance  should  only  be  used  in  cooperatives  to  pay  monthly  car- 
rying charges.  It  would  be  up  to  the  individual  certificate  holder  to 
come  up  with  the  cash  required  for  the  purchase  of  the  cooperative 
share. 

If,  on  the  other  hand,  the  program  was  generally  available  for 
homeownership,  certificate  pajrments  should  be  available  to  help 
pay  for  the  membership  fee  and  the  financing  thereof,  as  well  as 
monthly  cooperative  fees. 

I  do  thank  you  for  the  opportimity  to  testify  this  afternoon.  Coop- 
eratives are  a  housing  alternative  that  meet  many  of  the  needs  of 
the  1980's.  With  some  of  the  modifications  that  I  have  suggested  in 
my  testimony,  HUD/FHA  programs  will  be  better  suited  for  coop- 
erative housing. 

I  will  be  glad  to  answer  any  questions  or  supply  more  detailed 
information. 

[Mr.  Slepin  submitted  the  prepared  statement  of  President  E. 
Morgan  Williams,  on  behalf  of  the  Cooperative  League  c^  the 
U.S.A.,  for  inclusion  in  the  record:] 
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Mr.  Chaixnan,  menbars  of  th«  Subooonittaa.  Z  walcoaa  this  opportunity  to 
prasent  tastimony  on  bahalf  of  tha  Copparativa  Laagua  of  tha  USh  concaming 
tha  FY  1983  housing  and  connunlty  davalopn«nt  authorisations. 

Tha  Oooparatlva  Laagua,  foundad  In  1916,  Is  tha  national  naodsarshlp  and  trada 
association  for  all  kinds  of  cooparatlVas .  Our  menbarshlp  Includas  Aaarlca's 
farm  supply,  farm  markatlng,  housing,  rural  alactrlc  and  talaphona,  cradlt, 
food,  studant,  consunar  sarvlca,  day  cara,  neonrlal,  Insuranca,  haalth  cara 
and  othar  typas  of  cooparatlvas .  Togathar  our  coopttrativas  sarva  40  Million 
Aaarlcans  of  avary  raca,  aga,  Incona  class  and  athnlc  group  rasldlng  In  all 
50  statas.  Wa  ballava  that  tha  co-op  way  of  doing  buslnass  Is  a  good  way  to 
do  businass. 

Our  aconomy  Is  In  a  stata  of  rapid  changa.  We  ara  all  wall  awara  that  tha 
various  aspacts  of  tha  aconony  that  affact  housing  hava  changad  draaatlcally 
during  tha  past  savaral  yaars.  In  particular,  tha  changing  rola  of  govam- 
mant,  financial  Institutions,  tha  hooebtillding  Industry  and  tha  naads  and 
prafarancas  of  Amarlcan  fanlllas  hava  danumdad  tioMly  adaptation  by  tha 
housing  Industry.  Conblnad  with  thasa  rapid  changas  Is  an  unhaalthy  acoooay 
that  has  had  continued  high  Inflation,  Interest  rates  and  unasiployBent. 

Staarlng  a  course  through  this  period  Is  not  an  easy  job  for  Oongrass,  tha 
Administration  and  othar  national  policy  makers.  You  must  combine  compassion 
with  tha  need  to  "tough  it  out"  through  to  a  more  healthy  and  stable 


During  this  period  of  change  and  into  the  future,  we  feel  that  oooparmtlvaa 
will  hava  an  important  and  unique  role  to  play,  particularly  in  tha  housing 
sector.  Innovative  financing  techniques  and  the  benefits  accmad  through 
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resident  ownership  and  control  have  conbined  to  aeke  oooperetive  housing  an 
increasingly  popular  alternative  to  both  rental  and  condosdniuB  housing 
throughout  the  country. 

Housing  cooperatives  are  becoadng  a  preferred  option  for  the  elderly.  They 
offer  senior  citizens  a  chance  to  aove  into  attractive  i  r— null  liii  in  which 
they  continue  to  be  important  and  participating  citisens.  This  is  also  seen 
as  an  innovative  way  of  resolving  the  problem  of  "enpty  nesters." 

local  coamunities  view  cooperatives  as  an  alternative  to  low  inocae  rental 
and  public  housing  that  has  satisfied  staunch  critics  of  assisted  housing 
prograns.  The  resident  ownership  nature  of  cooperatives  helpe  to  create  a 
coosranity  in  which  vandalism,  crime  and  the  sheer  lack  of  pride  so  often 
found  in  low  incooM  housing  rarely  occurs.  Housing  cooperatives  are  also 
being  developed  in  rural  areas  and  on  college  campuses  —  two  areas  in  which 
we  expect  to  see  a  lot  of  new  cooperative  activity. 

Probably  the  major  area  of  cooperative  housing  activity  has  been  and  will 
continue  to  be  in  the  conversion  of  rental  property  to  cooperative  ownership. 
Through  innovative  financing  techniques,  a  high  percentage  of  current  residents 
can  afford  to  remain  in  their  hooMs  and  become  cooperative  homeowners.  The 
cooperative  vehicle  enables  the  assumption  of  existing  rental  mortgages,  which 
combined  with  owner  "take-back"  and  cooperative  share  financing  can  offer 
favorable  interest  rates  without  subsidy. 

For  projects  with  federal  sxabsidies  already  in  place,  limitations  on  membership 
equity  can  ensure  continued  affordability  by  low  and  moderate  income  residents. 
The   benefits  to  middle  income  families  and  the  first  time  homebuyer  are  also 
evident,  as  lower  interest  rates  enable  a  higher  percentage  of  resident 
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ThiM  ■iiBiijMil   pmrtiMllf  aolw  om  oC  tlw  ■■)«  iliiJiirli  off  low 

ooap««tlv«K  —  tlH  lack  of  capital,     te  «££«et,  ta 

off  tteir  hoBaomacs  tax  rtaftg-rinai  for  aa  iaflow  off  capital 

alilp.     In  aavacal  raiii.  tl&is  t^ppa  off  arzaafiBaat  tea  allnaail  tananf  g^Q^P*  ^^ 

pnrrttaaa  a  pKopartj  tliat  tkmj  aoold  aoC  ottaacwiaa  teva  ted  tbm  oaak  to  afffOKd. 

It  is  aa  iatasaadiata  atap  tetnaaa  zaotal  aad  oaaarabip  ttect  eaa  aax^PO  as  a 

cxi^cal  hridga  anataing  rantara  to  in,  !■■  ooopaKative  lioainawari.     Hi  aoat 

oaaaa,  tte  oooparati^  tea  tte  "riigiit  of  firat  zafooal"  te  parrteaa  tte  pmpaKti 

at  a  futura  data. 


Mr.  Cteizaan,  B.R.  5731  doaa  aUraaa  aaay  off  tte  aaads  off  tefoaiag  ooopaKatlvte 
in  today's  aurtet.     te  ara  plaaaad  ttet  tte  lagialatioa  raoogniaaa  tte  dia- 
tinction  tetiiaan  oooparati^ra  atera  financiag  aad  ooqpacatlva  blaatait,  or 
pcojact,   financing. 

Ttera  Tm  savaral  ainor  Modifications  to  this  lagislatioa  and  to  aEiatlag  law 
ttet  should  te  aada  for  thaaa  prnip-amn  to  work  af faetiipoly  for  hfloaliig 
cooparativaa.     Ite  lagislatioa  raliaa  upon  tte  FHk  203(a)  lutogri^  aa  tte 
vahicla  for  oooparativa  ahara  financing  ondar  a  ravitaliaad  235  teaaoMoarafaip 
prograa.     Savaral  tachnical  changaa  to  tte  203  (n)   atatuta  aza  xaqairad  te 
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it  a  workabltt  program. 

As  you  nay  b*  aware,  203  (n)  was  passed  by  Oongrass  in  1974  as  th«  first  fadaral 
step  to  proa»te  cooperative  share  financing.  Since  that  tiae,  this  OGOBittee 
has  approved  share  financing  prograas  for  the  Federal  Home  Loan  Bank  Board, 
the  Federal  Home  Loan  Mortgage  Corporation,  the  Federal  National  Mortgage 
Association  and  the  National  Credit  Onion  Administration. 

To  date,  not  one  203  (n)  loan  has  been  insured,  nor  have  any  of  the  financial 
institutions  created  a  meaningful  program  to  utilise  their  cooperative  share 
loan  authority.  I  should  note  that  FHMA  is  in  the  process  of  developing  its 
program  and  is  currently  purchasing  share  loans  on  a  negotiated  basis.  This 
is  a  development  that  we  note  with  great  interest  and  are  working  closely  with 
FNMA  to  develop  a  nationwide  program.  The  Mortgage  Corporation  has  begun 
development  of  their  program,  but  cannot  utilize  their  authority  until  technical 
tax  legislation  is  passed  by  Congress. 

In  many  ways,  this  has  been  a  chicken  and  egg  problem.  Nevertheless,  we  are 
sure  that  the  demand  for  it  exists  around  the  country.  The  major  problem,  in 
our  view,  has  been  a  lack  of  understanding  of  cooperative  share  financing. 
This  is  reflected  in  the  original  203  (n)  legislation,  a  major  reason  why  the 
Department  of  Hoiasing  and  Urban  DevelopsMnt  has  been  unable  to  issue  workable 
regulations  or  instructions  for  the  program. 

First,  the  statute  should  be  amended  so  that  it  is  not  limited  to  projects  in 
which  FHA  has  insured  the  blanket  mortgage.  This  requirement  results  in  a 
situation  that  makes  the  terms  of  the  203  (n)  loan  the  least  attractive  when  it 
is  needed  the  most  —  when  the  project  is  getting  older  and  the  remaining 
balance  on  the  blanket  mortgage  is  fairly  low.  In  addition,  it  does  not  allow 
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aenbers  of  conventionally  financed  cooperatives  to  utilize  FHA  loan  insurance 
in  the  purchase  of  membership  shares. 

The  requirement  that  the  amount  of  the  203  (n)  loan  should  be  reduced  by  the 
unpaid  balance  of  the  blanket  mortgage  attributable  to  the  unit  should  be 
taken  oixt.  This  requirement  is  unnecessary  and  will  serve  to  drive  up  the 
appraised  value  of  the  unit,  rather  than  protect  FHA  as  the  insurer.  Also, 
the  term  "first  lien"  under  subsection  (A)  should  be  taken  out.  This  is  a 
real  estate  term,  which  does  not  readily  apply  to  cooperative  share  financing. 
Legally,  a  cooperative  share  is  personal,  not  real  property.  Pinally,  the 
requirement  that  the  cooperative  be  a  "non-profit"  corporation  should  also  be 
taken  out.  Many  bona  fide  cooperatives  are  not  incorporated  as  non-profits, 
but  are  incorporated  as  regular  corporations. 

These  changes  in  the  203  (n)  statute  should  enable  HUD  to  issue  regulations 
and  a  program  handbook  that  will  finally  result  in  203  (n)  loan  activity.   In 
addition,  if  H.R.  5731  is  passed,  203  (n)  can  be  used  as  an  effective  vehicle 
for  the  235  homeownership  subsidy  in  hoiising  cooperatives. 

Several  other  sections  of  H.R.  5731  require  clarification.  Part  B,  the  Multi- 
family  Boiasing  Production  Program,  includes  cooperatives  as  well  as  rental 
projects  as  eligible  for  the  interest  reduction  loan.  There  is  a  stipulation 
that  cooperatives  be  oimed  by  "limited  dividend  corporations,  private  non- 
profit corporations,  or  other  non-profit  corporations  or  limited  dividend 
entities  eligible  under  section  221  (d)  (3)  or  (e)  of  the  Hational  Hoosing  Aet." 
Few  housing  cooperatives,  including  "limited  equity"  cooperatives  are  inoorporatmd 
as  non-profits  or  limited  dividend  corporations.  As  noted  above,  coopexatiwm 
are  generally  incorporated  under  the  business  code  as  regular  oogporatjoaa • 
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It  is  our  vittir  thmt  mahmiAimmA   ooop^ratives  shoold  have  a  — nhinl—  to  onanro 
affordabllity  by  tbo  original  ineo—  population  owr  tiaa.  This  ia  ganarally 
acooHplishad  through  aithar  liaitation  on  tha  prioa  of  aafltoarahip  raaala  or 
raquiring  that  incoalng  — ihtra  ba  of  a  cartain  incoaia  laval.  Tha  atatuta, 
howavar,  ia  not  tha  appropriata  plaoa  to  spacify  auch  raquir ananta .  HDD,  in 
issuing  ragulationa*  auat  aaat  all  statutory  r«qulr«nant«  which  in  this  caaa 
is  to  provida  housing  for  low  and  oedarata  inooaa  faailias  for  a  pariod  of 
fiftaan  yaars.  To  carry  out  this  nandata,  HDD  would  placa  appropriata 
rastrictions  on  the  cooparativa  through  its  occupancy  and  regulatory  agraanents. 

«e  also  have  acsM  quastiona  aa  to  use  of  tha  BMrgancy  Hortgaga  Relief  pcograa 
in  cooperatives.  The  program  does  specify,  in  the  eligibility  section,  that 
the  property  securing  the  Mortgage  could  include  a  security  interest  in  a 
cooperative.  It  is  ny  assunq^tion,  in  reading  the  legislation,  that  this  would 
apply  to  paynants  on  cooperative  share  loans.  My  question  is  whether  or  not 
this  would  also  assist  a  cooperative  iienber  in  paying  Monthly  carrying  chargaa 
to  the  cooperative. 

The  greatest  need  for  this  program  will  not  be  in  cooperatives  whose  ■SMbara 
have  taken  out  loans  to  assist  in  the  purchase  of  shares.  Rather,  the  need 
will  be  in  thoae  cooperatives  whoae  neabers  own  their  aharas  outright  but 
cannot  afford,  due  to  unemployment,  to  pay  their  monthly  carrying  chargaa  to 
the  cooperative.  We  recommend  that  this  section  of  H.R.  5731  be  clarified  to 
allow  this  type  of  assistance  to  cooperative  homeowners. 

My  final  comments  concern  the  so-called  "voucher"  or  existing  Section  8  program. 
It  appears  that  this  program  will  be  a  major  focus  of  this  year's  housing  bill. 
Certainly,  the  use  of  such  assistance  should  be  available  for  i 
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potantial  —nliTn  of  bousing  coopsrativtts .  If  the  statute  is  restricted  to 
rsntal  typs  housing,  the  Assistance  should  only  be  used  in  ooopere^iree  to 
pay  Monthly  carrying  charges.  It  would  be  vqp  to  the  individnal  certificate 
holder  to  cone  up  with  the  cash  required  for  the  purchase  of  the  coqpemtivs 
share.  If,  on  the  other  hand,  the  program  was  generaUy  available  far   boas- 
ownership,  certificate  payeents  should  be  available  to  help  pay  foe  tlie 

rship  fee  and  the  financing  thereof  as  well  as  monthly  oooperatlwm  f^es. 


I  do  thank  you  for  the  opportunity  to  testify  this  afternoon.  Ooopera^wee 
are  a  housing  alternative  that  meet  many  of  the  needs  of  the  80 *s.  With  mamm 
of  the  modifications  that  I  suggested  in  my  testisnoy,  HOE/FBI^  proqrmm  will 
be  better  suited  for  cooperative  financing.  My  staff  and  I  would  be  glad  to 
ansfier  any  questions  or  supply  more  detailed  infoxmation  at  a  later  date  If 
you  so  request. 

Mr.  Gonzalez.  Thank  you  very  much,  Mr.  Slepin.  We  are  very 
grateful  to  those  of  you  who  again  have  come  forth. 

Of  course,  I  think  Mr.  Williams  has  been  with  us  before.  As  a 
matter  of  fact,  I  think  you  have,  too. 

Mr.  Slepin.  I  testified  last  year. 

Chairman  Gonzalez.  I  think  the  first  thing,  I  am  deeply  grateful 
for  your  support  of  H.R.  5731,  because  it  is  survival  legidation,  as 
you  can  tell.  Mr.  Martinez,  I  deeply  appreciate  your  very  generous 
remarks,  and  I  realize  that  everything  you  say  is  absolutely— jrcm 
expressed  my  personal  position. 

I  can  assure  you  that  if  it  were  my  idea,  even  though  the  outlook 
would  be  pessimistic,  I  would  still  insist  on  it.  As  a  matter  of  fisct, 
this  is  what  I  did  last  year.  But  this  year  we  have  a  chance  on  sidb- 
stantive  legislation.  We  did  not  last  year,  as  you  know. 

What  happened  was,  what  we  had  imposed  upon  the  authorizing 
committees,  substantive  legislation  conmiittees,  the  constrictioiis 
and  mandates,  rigorous  mandates  of  the  reconciliation  process, 
which  for  the  first  time  confronted  the  committees.  We  do  not  an- 
ticipate that  being  repeated  this  year. 

So  that  today  these  hecuings  I  think  are  even  that  much  more 
important,  because  the  Congress  cannot  escape  it  this  year.  Wheth- 
er it  does  so  affirmatively  or  negatively,  it  has  to,  because  the  basic 
assistance  housing  progran^  must  be  extended  on  a  yearly  basis. 
Even  though  we  had  that  last  year,  we  did  so  but  did  so  on  the 
main  rail  of  reconciliation,  where  whatever  it  was  we  authorised 
had  to  conform  to  that  reconciliation  process. 

It  meant  that  we  were  not  evcduating  on  the  basis  of  merit  or 
lack  of  merit  of  an  individual  program,  but  simply  playing  arith- 
metic games.  This  is  what  this  weary  exercise  reduced  itself  ta 
This  is  hardly  serving  the  country  or  the  American  people. 
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This  time  we  have  a  chance,  except  that  we  have  to  be  realistic. 
We  were  able  to  get  a  consensus  with  the  mcgority;  we  have  every 
single  member  of  the  mcgority  side  of  the  subcommittee  endorsing 
and  cosponsoring  this  bill,  H.R.  5731. 

But  we  can  go  at  it  only  on  the  basis  of  that  which  was  feasible. 
So  we  had  to  work  from  the  standpoint  of  the  closest  harmony  with 
the  Budget  Committee,  for  example,  so  that  what  we  came  out  with 
in  a  way  was  kind  of  paying  a  left-handed  respect  to  reconciliation, 
because  we  were  saying:  OK,  here  is  our  bill  and  it  comes  within 
the  targeted  limits  of  the  Budget  Committee  itself,  which  in  turn 
are  within  the  limits  that  the  President  himself  has  set. 

But  the  President's  budget  recommendations  as  of  February  8  ob- 
viously call  for  less — say  for  example  in  the  case  of  Indicui  hous- 
ing— and  as  one  of  the  religious  leaders  said  this  morning,  well,  I 
am  afraid  insofar  as  Indicui  housing  is  concerned,  this  administra- 
tion reenacted  the  cowboy  and  Indian  game,  except  of  course  the 
cowboy  always  wins.  The  thing  that  frightens  me  is  that  our  Presi- 
dent is  a  cowboy,  and  there  is  no  question  in  my  mind  that  the 
only  reason  we  would  be  in  conformity  with  the  reasons  they  give 
in  the  other  housing  programs  for,  say,  wanting  to  dismantle  would 
be  to  privatize  it,  turn  it  over  to  the  private  sector. 

But  I  think  it  is  a  case  of  a  dumb  cowboy  that  has  not  bothered 
to  know  how  Indians  live  and  therefore  does  not  realize  that  unless 
they  want  to  undo  the  Indian  reservation  program  and  take  the 
last  vestiges  of  the  land,  there  is  no  way  that  they  can  privatize  it 
as  far  as  land  ownership  is  concerned,  which  is  the  main  ingredient 
in  any  housing  program. 

So  I  do  not  know  what  else  it  can  be  other  than  just  an  abomina- 
ble, callous  disregard  of  the  basic  needs  of  the  Indicm  population. 

So  what  we  have  is  actually  minimal  and  not  what  I  want.  If  I 
had  my  druthers,  even  a  losing  fight,  I  would  insist  on  more  than 
we  are  authorizing  in  H.R.  5731,  because  I  feel  that  that  is  the  only 
way  that  we  can  reflect  the  national  need  we  have  established 
through  exhaustive  hearings  last  year  and  field  visits  from  one 
State  to  the  other. 

It  is  not  ideological  in  the  sense  that  we  are  boxed  into  upholding 
programs  that  we  have  been  for  all  along.  It  is  that  this  is  what  we 
hear  from  the  witnesses,  this  is  the  testimony.  This  is  the  cry  that 
we  hear  from  the  land  and  the  people.  We  are  here  because  we  are 
supposed  to  be  representing  the  people,  not  ideologies  and  concepts. 

In  the  case  of  manufactured  housing,  for  example,  we  think  that 
some  of  your  recommendations  are  worthy,  at  least  I  do.  So  we  are 
going  to  take  it  up  with  the  staff  and  some  of  the  other  members  to 
make  sure  we  anchor  down,  for  example,  that  it  is  made  clear  that 
section  209(h),  I  believe,  of  the  Reconciliation  Act  and  what  appears 
to  be  our  intention  to  include  manufactured  housing  is  indeed 
clarified  insofar  as  rental  situations  are  concerned. 

Mr.  Smifh.  Thank  you  very  much. 

Chairman  Gonzalez.  Yes,  sir,  I  think  that  is  very  importcint  and 
I  think  it  is  justifiable. 

We  just  had  valuable  testimonv  about  the  innovation  in  construc- 
tion and  economy  of  costs,  and  the  fact  that  manufactured  housing 
was  one  big  possibility  for  affordable  home  construction. 
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The  dilemma  with  respect  to  housing  needs  is  certainly  not  a 
substitute  for  section  8 — for  example,  the  fears  about  the  voucher 
program  perhaps,  if  instituted,  causing  migration,  outmigration  of 
Indian  residents — if  it  is  adopted  in  any  shape  near  what  is  de- 
scribed at  this  moment  would  not  work  for  the  simple  reason  that 
the  Indian  resident  of  the  reservation  will  not  have  any  place  to 
use  a  voucher,  either  off  or  on,  because  it  is  not  based  on  providing 
new  housing;  it  is  based  on  existing  housing  already  occupied  by 
the  poor,  and  where  you  just  do  not  have  available  extra  housing 
resources. 

But  I  did  want  to  clarify  the  fact  that  in  our  legislation — and  our 
proposal  thus  far  does  not  reflect  any  voucher  recommendation. 

Mr.  Slepin.  I  am  aware  of  that. 

Chairman  Gonzalez.  You  have  also  raised  a  very  interesting 
question  that  I  do  not  really  know  the  answer  to  since  I  have  dis- 
cussed this  only  briefly  with  the  staff. 

Mr.  Slepin.  Was  this  concerning  the  emergency 

Chairman  Gonzalez.  The  proviso  or  section,  I  think,  section  6, 
title  VI. 

Mr.  Slepin.  Emergency  mortgage  relief? 

Chairman  Gonzalez.  Yes.  Would  you  refine  that  a  little  bit? 

Mr.  Slepin.  The  reason  I  brought  it  up  is  that  co-ops  are  fi- 
nanced in  two  different  ways.  The  legislation  understands  it  very, 
very  well. 

(jhairman  Gonzalez.  I  noticed  your  records  do  that,  and  I  appre- 
ciate it. 

Mr.  Slepin.  The  problem  in  that  section,  is  that  it  was  unclear  as 
to  whether  or  not  assistance  under  that  section  would  be  available 
just  for  payments  on  cooperative  share  loans  or  available  to  assist 
members  of  cooperatives  to  pay  their  monthly  cariying  charges  to 
the  co-op.  If  the  share  price  is  only  $500,  the  need  for  assistance  is 
to  pay  monthly  carrying  charges.  Without  such  assistance,  there  is 
the  danger — in  areas  of  high  unemployment — that  a  cooperative 
might  default  on  its  blanket  mortgage.  Somehow  this  assistance 
should  be  available  to  members  of  those  cooperatives. 

Chairman  Gonzalez.  All  right,  sir.  Well,  we  may  have  and  if 
necessary,  I  am  sure,  the  staff  counsel  will  call  you  if  we  need  clari- 
fication and  if  there  is  any  possibility  of  a  misinterpretation  of  the 
impact  of  our  wording. 

Mr.  Martinez,  did  you  want  to  say  something? 

Mr.  Martinez.  During  these  times  it  is  hard  not  to  say  an3rthing. 

First  of  all,  I  wanted  to  say  that  what  was  produced  as  a  result  of 
H.R.  5731  I  think  is  a  direct  reflection  of  your  leadership  capability 
as  the  Chair  of  this  committee. 

Second,  Mr.  Chairman,  I  would  like  to  assure  you  that  the  advo- 
cacy and  the  articulation  of  what  needs  to  be  done  will  not  stop 
here  as  far  as  the  National  Hispanic  Housing  Association  is  con- 
cerned. 

Chairman  Gonzalez.  Well,  thank  you  very  much. 

At  my  urging  a  few  years  ago  a  so-called  Congressional  Spanish 
Caucus  expanded  on  my  urging  to  invite — ^you  know,  there  are  only 
four  of  us,  and  I  said  what  can  four  do?  We  can  even  meet  in  a 
telephone  booth.  So  what  we  had  to  do 

Mr.  Martinez.  Superman  met  in  a  telephone  booth. 
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Chairman  Gonzalez.  What  we  had  to  do  was  find  some  way  to 
expand  the  base  of  concern  and  commitment.  I  said  why  do  we  not 
try  to  figure  out  how  many  members  are  here  that  have  at  least 
10-percent  constituencies  that  were  Spanish  specddng.  We  found 
that  that  ran  somewhere  130,  so  that  your  influence  could  be  great 
if  for  some  reason  you  do  try  to  penetrate  the  level  of  conscious- 
ness, so  we  do  appeal  to  you. 

In  the  case  of  the  Indians,  Ms.  Shield,  I  do  not  have  to  tell  you  it 
is  a  minority  within  a  minority  within  a  minority,  and  it  is  reflect- 
ed in  our  process  of  government  by  pressure  groups.  I  just  cannot 
tell  you  how  personally  distraught  I  have  been. 

I  wanted  to  ask  you  now  if  Mr.  Udall  has  introduced  the  bill.  As 
I  understand,  one  of  the  main  thrusts  was  to  take  away  from  HUD 
the  jurisdiction  the  Indian  housing  assistance  program  and  place  it 
in  I  believe  the  Bureau  of  Indian  Affairs. 

Now,  I  have  not  seen  the  bill.  The  reason  is  I  do  not  think  it  has 
been  introduced.  I  think  if  it  has  it  might  have  been  referred  to 
some  other  committee,  maybe  his  own  on  Interior,  but  it  certainly 
has  not  been  referred  to  us.  I  would  have  known  about  it. 

Ms.  Shield.  That  is  true. 

Chairman  Gonzalez.  But  anyway,  what  I  needed  to  know  was  if 
you  would  be  willing  to  ascertain  the  status  of  that  and  let  us 
know,  even  though  I  intend  to  call  Mr.  Udall.  It  may  be  that  you 
can  more  readily  find  out  if  he  has  indeed  introduced  the  biU.  I 
could  not  trace  it  the  other  day  because  that  issue  was  raised  by 
Mr.,  was  it  Cleveland? 

Ms.  Shield.  Cleveland. 

Chairman  Gonzalez.  Yes.  Just  the  other  day.  So  I  do  appreciate 
your  point-by-point  suggestions. 

And  with  respect  to  manufactured  housing,  you  had  more  than 
that  one  thing  that  I  was  concerned  about,  and  it  had  to  do  with 
section  8  in  part  3  of  the  bill. 

Well,  we  want  to  get  together  on  that  and  make  sure  that  we  ^ 
a  clear  concept  that  is  before  us  to  make  sure  that  we  do  not,  witii 
the  best  of  intentions,  overlook  something. 

Mr.  SMrrn.  We  would  welcome  that  opportunity,  sir. 

Chairman  Gonzalez.  We  appreciate  that  We  appreciate  your 
bringing  it  to  pur  attention. 

[Pause.] 

Chairman  Gonzalez.  Oh,  yes.  On  page  18  where  you  refisr  to 
FHA  title  I  regulations  now  that  prohibit  the  insuring  of  loans  for 
existing  manufactured  homes  unless  the  homes  were  previoudy  fir 
nanced  under  title  I,  you  express  the  feeling  that  this  is  not  a  rogii- 
lation  or  restriction  required  by  the  Housing  Act,  and  you  are  rag- 
gesting  that  we  consider  an  amendment  for  the  National  Houaing 
Act  to  remove  this  ambiguity. 

It  may  be  that  a  very  valuable  member  of  this  subcommittee  will 
pursue  that,  and  I  am  going  to  bring  it  to  his  attenticm.  We  must 
also  evaluate  whether  or  not  we  might,  again  with  the  belt  of  in- 
tentions,  enlarge  the  posedbili^  of  having  some  resirtance  to  the 
overall  bill  if  mis  creates  an  issue.  But  that  will  be  v«ry  dotely 
evaluated. 

[Pause.] 
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Chairman  Gonzalez.  We  certainly  are  going  to  take  that  under 
consideration.  Also,  it  would  be  advisable  if  we  sat  down  and  dis- 
cussed it  with  the  HUD  people.  Sometimes  what  can  be  done 
through  the  regulatory  process  is  perhaps  more  expeditious  than 
trying  to  get  a  statutory  provision  through  the  long  legislative 
process,  but  it  certainly  will  be  considered  very  seriously. 

Mr.  Smffh.  There  are  around  12  million  people  in  this  country 
today  living  in  manufactured  homes.  That  is  quite  a  constituency 
and  the  number  is  growing.  We  are  the  most  affordable  housing  for 
a  vast  segment  of  the  population,  so  they  do  deserve  consideration 
at  some  point. 

Chairman  Gonzalez.  Well,  thank  you  again  very  much. 

[The  following  additional  written  questions  were  submitted  to 
Witness  C.  O.  Smith,  Jr.,  and  appear  with  his  responses:] 
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wooffGNnanng  council  on  MonuRiciiffva  nouiing  nnanc# 

Suite  350 

1575  Eye  Streer,N.W. 

WcHhincitoa  D.C  20005 

(202)628-2010 

Answers  to  Questions  by  Representative  Patterson  for  the 

Subcommittee  on  Housing  and  Community  Development 

by  CO.  Smith,  Jr.  on  Behalf  of  the 

Coordinating  Council  on  Manufactured  Housing  Finance. 

Question  1.   Comment  in  general  upon  H.R.5834,  the  "Family 
Housing  Production  Act  of  1982",  as  you  view  its  effect  upon 
the  manufactured  housing  industry  and  prospective  purchasers  of 
manufactured  homes. 

Anaver  to  Question  1. 

H.R.5834,  the  "Family  Housing  Production  Act  of  1982", 
deserves  praise  for  Its  stated  intentions  to  "make  home 
ownership  more  affordable  .  .  .  and  .  .  .  increase 
employment  in  the  housing  industry"  (128  Cong.  Rec.  H.849, 
daily  ed.  March  15,  1982)  (remarks  of  Rep.  Patterson). 
However,  in  its  present  form,  H.R.5834  would  impose 
substantial  limitations  on  the  participation  of  the  most 
affordable  form  of  housing  —  manufactured  homes  —  as  well 
as  on  the  thousands  of  direct  and  indirect  job 
opportunities  which  are  created  by  the  substantial 
employment  multiplier  in  the  manufactured  housing  Industry 
(Hearings  on  H.R.5834  before  the  Subcommittee  on  Housing  of 
the  House  Committee  on  Banking,  Finance  and  Urban  Affairs, 
97th  Congress,  March  25,  1982  (Statement  of  CO.  Smith, 
Jr.,  pp.  4,  9-10)) . 

H.R.5834  limits  the  eligibility  of  purchasers  of 
manufactured  homes  by  requiring  that  the  homes  be 
multi -sectional,  FHA-insured  under  Title  I  of  the  National 
Housing  Act  and  financed  with  land.   In  addition,  no  more 
than  20  percent  of  the  total  units  for  which  assistance  may 
be  provided  under  the  bill  may  be  manufactured  homes. 

We  estimate  that  well  in  excess  of  95  percent  of  the 
total  number  of  manufactured  home  purchasers  would  be 
ineligible  for  financial  assistance  under  the  requirements 
of  H.R.5834  (Id.,  pp.  7-8).  As  a  result,  the  assistance 
provided  under  the  bill  would  have  no  significant  liqpact 
upon  the  ntanufactured  housing  Industry;  nor  would  it  be 
likely  that  this  proposed  legislation  would  provide  any 
meaningful  benefit  to  the  overwhelming  number  of  potential 
manufactured  home  purchasers.   In  addition,  since  virtually 
all  of  the  subsidy  under  the  program  would  flow  to 
purchasers  of  site-built  homes,  manufactured  homes  fliumeed 
at  prevailing  unsubsidised  interest  rates  would  be  placed 
at  a  competitive  disadvantage. 


Mwntwf  Manulttufd  Houttng  tnmuM*.  Wtiorwl  Manufactured  Mouim  Fi^iriinw. 
n  Manufactured  Houawig  Inatauta 
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Question  2,   Outline  any  specific  reactions  and  reooanendatlons 
you  migtit  have  concerning  the  individual  provisions  of 
H.R.5834,  particularly!  the  fom  of  assistance  provided i 
eligibility  requirements  for  borrowers,  lenders  and  properties; 
the  "growing  equity  Bortgage"  feature;  and  any  other  aspects  of 
the  bill  which,  in  your  judgaent,  work  to  the  advantage  or 
disadvantage  of  nanufactured  hones. 

Answer  to  Question  2. 

Font  of  Assistance 

H.R.5834  would  provide,  on  behalf  of  qualified 
borrowers,  paynents  to  lenders  over  a  five-year  period 
equaling  the  lesser  of  the  anount  required  to  reduce  the 
interest  rate  to  10  percent  (12  percent  in  the  case  of 
manufactured  home  loans)  or  the  amount  required  to  reduce 
the  interest  rate  by  four  percentage  points,  as  long  as  at 
least  25  percent  of  the  borrower's  income  is  applied  toward 
mortgage  or  loan  payments.  This  subsidy  would  be 
recaptured  upon  the  disposition  of  the  home.  The 
Coordinating  Council  endorses  the  limitation  in  R.R.5834  on 
the  total  amount  of  subsidy  provided  per  home.  We  also 
support  the  recapture  provision,  which  imposes  a 
conditional  obligation  to  repay  the  government  subsidy  and 
thereby  refunds  much  of  the  cost  of  assistance  to  the 
Treasury.  From  the  perspective  of  manufactured  homes,  the 
amount  of  subsidy  could  perhaps  be  even  further  reduced  in 
order  to  assist  a  greater  number  of  households  and  finance 
a  greater  number  of  homes  for  the  funds  appropriated.  This 
could  be  accomplished,  at  least  with  respect  to  manufactured 
housing,  without  any  substantial  increase  in  the  income 
levels  of  those  who  could  participate  in  the  program,  given 
the  wide  range  of  prices  and  product  choices  available  in 
this  affordable  housing  alternative. 

Eligible  Manufactured  Homes 

As  stated  in  our  response  to  Question  1  above, 
assistance  to  purchasers  of  manufactured  homes  under 
H.R.5834  would  be  limited  severely  by  the  requirements  that 
the  homes  be  multi -sectional,  FHA  Title  I  insured  and 
financed  with  a  lot.  We  will  address  each  of  these 
individually: 

1.   Multi -section  requirement 

H.R.5834  excludes  single-section  manufactured 
homes . 
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Nationally,  76  percent  o£  all  new  manufactured 
homes  sold  in  1981  were  single-section  units.  Single- 
section  manufactured  homes  sell,  on  the  average,  for 
60  percent  of  the  price  of  mult i -sect ion  homes.  They 
also  use  less  energy  and  are  less  costly  to  ntairttain. 
They  are  more  practical  and  affordable  for  mat^y  house- 
holds including,  for  example,  single  person  elderly 
households.  Single-section  homes  also  allow  for  more 
efficient  land  usage,  especially  in  high  land  cost 
areas  where  greater  densities  (dwelling  units  per 
acre)  are  desired.  The  Coordinating  Council  therefore 
recommends  that  single-section  manufactured  homes  be 
eligible  for  financing  under  H.R. 5834. 

Lot  purchase  requirement 

H.R. 5834  provides  that  manufactured  homes  may  be 
eligible  for  purchase  assistance  under  the  program 
only  if  they  are  financed  in  combination  with  land. 

While  the  financing  of  manufactured  homes  with 
land  as  real  estate  is  a  recent  trend  in  the  housing 
market,  the  predominant  share  of  manufactured  homes 
are  financed  without  land,  as  personal  property 
through  installment  credit  sale  contracts  with  a 
security  lien  taken  on  the  homes,  independent  of  the 
land  to  which  they  may  be  affixed   According  to  a 
recent  report  by  Prof.  Thomas  E  Nutt-Powell,  over 
three-quarters  of  all  manufactured  home  lots  are 
rented  {T*  Nutt-Powell,  Ma nu f ac t u r ed  Homes ,   Wa k i ng 
Sense  of  a  Housing  Opportunity  (1982)  (Auburn  House) , 
Therefore,  any  legislative  housing  program  which  is 
limited  to  manufactured  homes  in  combination  with  lots 
effectively  excludes  most  manufactured  homes. 

While  there  may  be  certain  advantages  to  the 
acquisition  of  a  lot  with  the  purchase  of  a 
manufactured  home,  the  increase  to  the  total  cost  of 
acquisition  may  range  from  25  to  100  percent  or  aore. 
Obviously,  the  higher  the  cost  of  land,  the  greater 
the  number  of  potential  purchasers  likely  to  be 
excluded  from  the  program. 

Requiring  that  manufactured  homes  be  financed 
with  lots  under  the  program  would,  in  our  judgment, 
tend  to  exclude  the  following  categories  of  households: 

*  households  who  may  or  may  not  live  In  a 

manufactured  home  but  presently  own  the  land  on 
which  they  would  place  a  new  manufactured  homm 
(more  typically  in  rural  areas) ; 
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*  households  who  presently  own  an  older 
manufactured  hone  on  rented  real  property  and 
wish  to  upgrade  by  purchasing  a  new  hose  for  that 
sltei 

*  households  who  presently  own  an  older 
manufactured  home  on  rented  real  property  and 
wish  to  relocate  to  another  manufactured  home 
rental  community  which  will  accept  only  new 
manufactured  hamea  (this  is  usually  the  case,  as 
we  understand  it,  with  newly  developed 
manufactured  home  rental  communities) i  and 

*  households  who  simply  wish  to  move  to  a 
manufactured  home  and  may  not  choose  to  acquire 
or  be  able  to  afford  the  acquisition  of  a  lot. 

The  Coordinating  Council  recommends  that  the 
financing  of  manufactured  homes  with  lots  as  real 
estate  be  included  in  any  Federal  financing  initiative 
and  be  encouraged  whenever  possible.  However,  because 
the  vast  majority  of  nanu facta red  home  purchases  —  for 
a  var  ety  of  reasons,  mostly  relating  to  availability 
and  affordability  —  do  not  include  lots,  we  urge  that 
combination  manufactured  home  and  lot  packages  be 
included,  but  not  required,  as  part  of  R.R.5834  or  any 
other  financial  assistance  program  for  homebuyers. 

FHA  Title  I  insurance  requirement 

H.R.5834  limits  assistance  to  the  purchase  of 
manufactured  homes  which  are  FHA  Title  I  insured.  We 
recommend  that  this  requirement  be  removed  if  other 
types  of  properties  can  be  financed  under  the  program 
without  government  loan  or  mortgage  insurance.  At  a 
minimum,  if  assistance  is  limited  to  government-backed 
mortgages  or  loans,  we  suggest  that  the  Veterans 
Administration  (VA)  guarantee  programs  stiould  be  added 
to  the  FHA  insurance  programs  for  manufactured  housing. 

In  addition,  it  is  ambiguous  as  to  whether  or  not 
a  manufactured  home  with  land  financed  with  a  real 
property  mortgage  insured  under  Section  203(b)  of  the 
National  Housing  Act  would  be  eligible  for  assistance 
under  the  bill.   If  such  horaes  were  ell9ibi«,  it  is 
not  clear  whether  the  10  percent  interest  rate  for  a 
real  property  mortgage  or  the  12  percer.t:  irate  for  a 
Title  I  manufactured  home  would  apply  or  which  of  the 
two  purchase  price  limitations  would  be  applicable 
(the  FHA  Title  I  limit  for  manufactured  home  loans  or 
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90  p«rcent  of  the  mmmm  .^mmlm-€Jm^  mr^^   sales 
price  for  trad! 1 1  miit  if tilBB.t  l^Ksf.  ■uofactsrc 
boMS  finaaccd  m  mm^Mztz^   raise  a  similar 
qoesticM  Mter  V  m.SiSi        tbe  ■snafactnrcd  homt 
fa  ««c«x:«d  br  a  rcttl  ««tat^  Mortgage,  vbetber  or  not 
tii»  l0Mi  ia  FEjl-iaaor«4|r  «p«  urge  that  o—ers  of 
—rfac tared  bcneft  be  treated  in  a  ■■—irr  similar  to 
other  aortgagors  onder  the  bill. 


Itemfactared  ggpe  Dfclt  Cap 

H.K.581^  f*«r-*'T''»  •■*»  noaber  of  manafactarcd 
units  to  be  assisted  mder  the  program  to  ao  mDr«  than  20 
percent  of  the  total  noaber  of  unit^  asaisted.  We  urge 
that  no  such  artifieial  cap  be  applied  to  tbe  program.  As 
«#e  understand  it,  the  leglslatioi)  is  intended  to  iafnae 
fnads  quickly  into  the  hoosiog  a^rket   A  unit  liaitatioo 
Ml  ad fitifac tared  honalDg  aoald  create  on  onnecessary 
administrative  burden  and  retard  the  rn— ItminT  of  fonds 
under  this  prograa  merely  for  the  msite  o£  arbitrarily 
controlling  th#  level  of  participation  bf   purchasers  aiv) 
btiildeta  of  manufactcired  homes ^   If  H«S.Sfi34  does  include 
such  a  cap,  we  urge  that  it  be  stated  as  a  percentage  of 
total  funding,  not  of  units,  and  that  it  be  based  opoo  a 
percentage  vf^icfa  more  fairly  represents  the  ratio  of 
manufactured  homes  to  the  total  number  of  U.S.  nev  hoosing 
sales. 

crowing  Equity  Mortgage  Pea tore 

H  A  5414  provides  that  purchasers,  other  than 
purchasers  of  manufactured  homes,  shall  have  a  mortgage 
which  is  financed  on  a  fixed  rate  adjustable  payment  basis, 
with  payment  increases  being  applied  to  retire  the 
prlnc^p^l  ^  ^^n  balance  (growing  equity  mortgage  or  ^SH). 
The  Coordinating  Council  believes  that  there  are  several 
advantages  to  a  GEM  which,  in  our  prellainar/  jadgaent,  can 
be  applied  to  the  traditional  personal  property 
manufactured  home  lending  instrument,  i.e.,  an  installment 
sales  contract. 

In  general,  a  GEM  helps  to  increase  the  borrower's 
equity  In  the  hoae  and  reduce  the  term  of  the  purchase  loan 
fiubetantl4illy   As  a  result,  tbe  borrower  gaina  increased 
equity  in  the  property  In  a  shorter  tlae   This  will  work 
as  an  incentive  to  aaintaining  the  collateral  and  should 
decrease  the  overall  default  rate  under  the  program.  In 
addition,  there  are  some  savings  to  the  government  in  the 
aaount  of  reduced  assistance  payments  which  decline  over 
the  five-year  subsidy  period. 
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In  our  view,  there  can  be  other  advantages  to  either  a 
GEM  or,  in  the  case  of  personal  property  financed 
manufactured  hones,  a  growing  equity  loan  or  credit  sale. 
The  shorter  amortization  of  the  loan  should  provide  greater 
liquidity  and  reinvestment  possibilities  for  lenders.   In 
addition,  there  would  be  no  negative  amortization  and  the 
ratio  of  taxable  interest  income  to  the  total  payment 
received  by  the  lender  would  be  lower.   This  would  improve 
the  lender  *  s  cash  flow  and  result  in  a  faster  payback  of 
capital  as  well  as  higher  after-tax  earnings. 

From  the  borrower's  standpoint,  the  program  provides 
payment  certainty  in  that,  unlike  many  other  types  of 
adjustable  payment  mortgage  or  loan  programs,  the  borrower 
knows  from  the  start  by  how  much  and  when  payments  will  be 
graduated.  The  part  of  the  payment  going  toward  principal 
amortization  is,  of  course,  not  deductible  from  the 
borrower's  income  for  tax  purposes  but,  in  exchange,  equity 
is  built  and  the  indebtedness  is  retired  much  earlier. 

Lender  Approval 

Finally,  as  we  commented  in  our  prepared  statement 
(Id.),  with  regard  to  section  235 (q)  of  the  National 
Housing  Act,  H.R.5834  would  require  that  lenders  be 
approved  by  HUD.   It  is  unclear  to  us  whether  lenders  who 
are  already  FHA-app roved  would  automatically  qualify.  We 
recommend  that  this  be  the  case.  We  also  urge  that  the 
bill  provide  for  a  special  expedited  approval  for  other 
lenders  in  order  to  provide  assistance  in  the  most 
efficient  manner  and  in  the  shortest  possible  time. 

Conclusion 

In  conclusion,  the  Coordinating  Council  strongly 
recommends  that  H.R.5834  be  revised  to  include  manufactured 
homes,  whether  financed  as  real  or  personal  property,  with 
or  without  lots,  and  without  distinction  as  to  the  number 
of  modules  or  the  necessity  for  federal  loan  or  mortgage 
insurance. 
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Coordinating  Council  on  Manufoclured  Housing  Hnonoe 

Suite  350 

1575  Eye  Street  N.W. 

Wdshilnoton.  D.C  20005 

(202)  628-2010 


Answers  by  CO.  Smith,  Jr.  on  behalf  of  the  Coordinating 
Council  on  Manufactured  Housing  Finance  to  questions  by  the 
House  Subcommittee  on  Housing  and  Community  Development  for  the 
Subcommittee  hearing  record  on  H.R.  5731  and  related  matters. 


Question  1; 


Answer  to 
Question  1; 


Mr.  Smith,  in  your  testimony  you  recommended  that 
new  manufactured  homes  be  made  eligible  for 
inclusion  under  the  FBA  single-family  mortgage 
insurance  program,  principally  section  203(b)  of 
Title  II  of  the  National  Housing  Act.   You  also 
urged  the  retention  of  the  FHA  manufactured  home 
loan  insurance  program  under  Title  I  of  the 
National  Housing  Act.  Please  explain  why  you 
believe  that  both  programs  are  necessary. 


In  our  testimony,  we  have  recommended  that  new 
manufactured  homes  which  conform  to  the  National 
Manufactured  Housing  Construction  and  Safety 
Standards  Act  of  1974  be  made  eligible  for  FHA 
mortgage  insurance  under  Title  II  of  the  National 
Housing  Act  when  financed  with  a  lot.  Presently, 
new  manufactured  homes  must  comply  with  the  FHA 
minimum  property  standards  for  conventional 
housing  under  FHA's  Title  II  mortgage  insurance 
programs  including  section  203(b)  single  family, 
section  234  condominium,  and  section  213 
cooperative  housing.  If  our  recomnendation  is 
adopted,  HUD-Code  manufactured  home  and  land 
financing  would  qualify  under  both  Title  I  and 
Title  II  of  the  National  Housing  Act. 

There  are  several  important  reasons  why  inclusion 
in  both  programs  is  both  desirable  and 
necessary,  while  there  are  a  number  of  key 
advantages  to  Title  II  financing ^  the  Title  I 
program  contains  many  important  benefits 
particularly  from  the  point  of  view  of  co8t  and 
administrative  efficiency.   For  example,  under 
the  Title  I  program,  underwriting  and  processing 
are  delegated  to  the  lenders.  This  avoids  coatly 
paperwork  and  reduces  substantially  FHA's 
administrative  expense  and  involvement.  Lenders 
prepare  and  package  the  loan  documents  which  are 
forwarded  to  HUD.  The  loans  automatically  beccMM 
FHA- insured  without  the  need  for  HUD  processing. 


Mambar*  Mcnufaeturad  Houtine  intiiiut*.  National  Manufaeturad  Mouawg  radaraiiatt 
WaatMrn  Manufaeturad  HouainQ  InaMuia 


Digitized  by 


Google 


2105 


Title  I  is  a  ooliiBuranctt  program  where  lenders 
sbare  the  risk  of  loss  with  FHA.  By  contrast. 
Title  II  insurance  covers  the  full  amount  of  the 
mortgage  loan  against  loss.  By  statute,  on  a 
Title  I  insured  loan  or  advance  of  credit, 
lenders  must  bear  10  percent  of  the  risk  of 
loss.  FHA  also  establishes  an  Insurance  reserve 
account  under  the  Title  I  program  for  each  lender 
which  provides  for  a  ntaxlmum  loss  coverage.  This 
helps  to  further  protect  FHA  against  loss  and 
provides  additional  incentives  for  prudent 
underwriting  by  lenders   Finally,  under  Title  I, 
FHA  recei^res  a  larger  insurance  premiijin  and  the 
lender  handles  the  sale  of  a  repossessed  home 
thereby  eliminating  stiLl  another  administrative 
burden  for  FHA.  Title  II  insurance,  on  the  other 
hand,  allows  for  a  higher  loan  to  value  ratio 
(i.e.,  lower  down  payment  requirements)  and 
higher  loan  ceilings.  While  Title  I  is  a  viable 
program  t^ith  a  proven  interest  by  lenders,  there 
is  a  broader  spectrum  of  lenders  2md  land 
development  options  available  tinder  the  Title  II 
financing  program.   Perhaps  most  importantly, 
secondary  market  access  (e.g.,  the  Federal 
National  Mortgage  Association  and  the  Federal 
Home  Loan  Mortgage  Corporation)  is  broader  with 
Title  II  insurance. 

However,  since  Title  II  is  a  real  estate  only 
program,  a  manufactured  home  and  land  package 
which  is  mixed  personalty  and  realty  can  qualify 
only  for  Title  I  insurance   In  some  states 
manufactured  homes  even  when  affixed  to  a 
permanent  foundation  may  not  be  considered  to  be 
real  estate   For  example   in  Mississippi,  which 
by  law  precludes  manufacturers  homes  from  becoming 
realty.  Title  I  is  the  only  FHA  option  for  a 
combination  manufactured  home  and  land.  The 
Title  I  option  may  also  provide  a  more  affordable 
housing  alternative  in  that  the  added  expenses  of 
erecting  permanent  foundations,  site  improvements 
and  landscaping  that  usually  are  involved  in 
making  manufactured  homes  real  estate  may  not  be 
necessary.  Title  I  has  no  specific  site 
development  requirements.  This  can  provide  a 
substantial  affordability  advantage,  particularly 
for  buyers  in  rural  areas  where  the  real  estate 
rc^quirements  of  Title  II  may  be  either 
unnecessary  or  more  costly  to  meet. 
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Question  2; 


Eligibility  for  Title  II  financing  becones 
increasingly  important  as  HOD-Code  manufactured 
housing  development  expands  in  the  same  form  as 
traditional  single-  and  multi-family  real 
property  development,  such  as  subdivisions, 
planned  unit  developments,  condominiums  and 
cooperatives.  For  the  most  part,  however, 
manufactured  home  and  land  packages  continue  to 
be  sold  in  the  more  traditional  way  with  the 
manufactured  home  financed  as  personalty.  For 
this  segment  of  the  market.  Title  I  is  the  only 
available  housing  credit  program. 

In  conclusion,  both  Title  I  and  Title  II  FHA 
insurance  programs  are  important  financing  tools 
for  sellers  and  purchasers  of  manufactured  home 
and  lot  packages.  Each  program  is  designed  to 
address  a  different  form  of  loan  transaction, 
with  Title  I  serving  the  more  traditional 
financing  transactions  and  Title  II  directed  more 
toward  the  real  estate  manufactured  home  and  land 
developments.  The  Coord inatl rig  Council  therefore 
urges  that  the  Title  I  manufactured  hone  and  lot 
program  be  retained  and  that  the  Title  II  program 
be  made  more  fully  available  to  BlfD-Code 
manufactured  home  and  land  financing. 

Could  you  tell  us  how  the  FHA  Title  I  manufactured 
home  loan  insurance  program  is  working  from  the 
industry's  perspective? 


Answer  to 
Question  2; 


The  FHA  Title  I  manufactured  home  loan  program  is 
a  most  important  one  for  the  industry.   It  is 
working  reasonably  well,  although  improvements  to 
it  are  both  feasible  and  desirable.  The  Title  I 
program  s  an  actuarially  sound  and  self-sustain- 
ing manufactured  home  financing  program  which 
benefits  every  sector  of  the  manufactured  home 
industry:   the  manufacturer,  the  dealer,  the 
lender,  and  the  home  purchaser. 

The  benefits  to  the  borrower  of  such  a  program, 
especially  in  today's  market,  are  clear.  The 
Title  I  program  provides  home  buyers  with  readily 
available  financing,  particularly  for  first-time 
borrowers  who  otherwise  may  be  precluded  from 
home  ownership;  for  example,  the  program  requires 
only  a  5  to  10  percent  down  payment  (depending 
upon  the  price  and  type  of  home  being  financed) • 
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The  benefits  to  lenders  involved  in  Title  I  are 
also  substantial.  As  a  coinsurance  program,  it 
maximizes  cost  efficiency  to  both  FHA  and  the 
lender  and  minimizes  governmental  involvement  in 
its  day-to-day  admin ist rat  ion.   Title  I  program 
administration  is  delegated  in  large  part  to  the 
lender,  who  remains  fully  responsible  for  the 
prudent  underwriting  of  the  borrower's  credit, 
the  subsequent  servicing  of  the  loan  and  the 
repossess loit  and   resale  of  the  home  if  the 
borrower  defaults   These  same  program  character- 
istics translate  Into  benefits  for  the  Federal 
govezrnjnent  in  terms  of  lower  cost,  more 
expeditious  processing  and  a  minimum  risk  which 
is  reflected  in  a  lower  loss  ratio  (.34  for 
single-section  homes  and  .42  for  double-section 
homes)  than  that  experienced  with  the  Title  II 
programs  (.53). 

The  Government  National  Mortgage  Association 
("GNMA")  manufactured  home  loan  mortgage-backed 
securities  program,  through  which  lenders  issue 
securities  guaranteed  by  GNMA  and  backed  by  pools 
of  Title  I-insured  (and  VA-guaranteed)  manufac- 
tured home  loans,  currently  serves  as  the  only 
full-scale  program  for  the  sale  of  these  loans  in 
the  secondary  market.   I  understand  however,  that 
additional  seaoridary  market  instrumentalities  such 
as  the  Federal  National  Mortgage  Association 
("FNMA")  and  the  Federal  Home  Loan  Mortgage  Corpo- 
ration ("FHLMC")  are  being  actively  encouraged  to 
develop  workable  programs  for  the  purchase  of 
these  loans,  either  as  whole  loans  or  as  partici- 
pations.  The  Coordinating  Council  supports 
Committee  efforts  to  encourage  these  developments. 

In  short,  the  FHA  Title  I  manufactured  home  loan 
program  is  a  vital,  well-conceived,  actuarially 
sound  and  reasonably  well-run  program.   Several 
improvements  to  the  progreun  would  help,  however. 

First,  FHA  recently  has  been  considering  deviating 
from  the  basic  statutory  philosophy  of  this 
coinsurance  program  by  imposing  increasing  and, 
we  believe,  unnecessary  restrictions  upon  lenders 
who  participate  in  the  program  and  by  second- 
guessing  lenders*  credit  underwriting  decisions. 
A  major  benefit  of  this  program  is  that  it  works 
well  without  excessive  government  interference. 
The  Committee  should  encourage  FHA  not  to  lose 
sight  of  this  benefit  as  it  revises  its  program 
regulations. 
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Second,  lenders  have  experienced  losses  far  in 
excess  of  those  conteaplated  by  the  ooinsarance 
feature  of  the  statute  due  to  delays  caused  by 
HUD  staff  shortages  and  to  outaoded  FHA  regulatory 
limitations  on  the  rate  of  interest  and  the 
period  over  wh^cL-^  this  Interest  will  accrue  for 
claias  pending  before  FHA. 

Third,  it  appears  that  a  statutory  aaendaent  nay 
be  necessary  to  encourage  FHA  to  alter  its  regula- 
tions to  permit  the  financing  of  credit  sales  for 
well-built  existing  manufactured  housing,  whether 
or  not  previously  FHA-financed.  we  strongly 
support  such  an  amendment. 

The  National  Hanufactured  Housing  Finance  Associa- 
tion ("NffHFA") ,  a  national  association  of  lenders 
who  finance  the  sale  of  manufactured  homes 
primarily  through  the  use  of  the  Title  I  program, 
has  proposed  to  FHA  several  changes  to  the  Title  I 
program  which  we   support.  One  of  these  proposals 
suggests  a  change  n  the  interest  rate  on  claims, 
to  eliminate  the  lender  losses  discussed  above. 
FHA  has  received  this  proposal  favorably  but  has 
yet  to  act.   Because  this  proposal  will  encourage 
wider  lender  participation  and  create  inore  loans 
to  consumers,  the  Committee  should  encourage 
prompt  FHA  action  to  remedy  this  problem. 

Fourth,  there  is  a  proposed  modification  to  the 
Title  I  program  itself  which  would  provide  an 
additional  secondary  market  outlet  for  these 
loans;  the  Committee  should  encourage  FHA  to  make 
this  change   We  support  this  NMHFA  proposal  that 
FHA  remove  from  its  regulations  language  which 
suggests  that  discounts  may  not  be  charged  in 
connect  on  with  manufactured  home  loans  which  are 
doia  without  the  use  of  the  GNMA  program,  either 
as  whole  loans  or  as  participations,  to  investors 
in  the  secondary  market.   This  amendment  would  aid 
lenders  greatly  in  marketing  their  manufactured 
home  loans  on  an  individual  basis.  FHA  is  recep- 
tive to  this  change,  but  again  has  yet  to  act. 

A  final  area  in  which  improvement  is  needed  is  in 
the  manner  in  which  a  lender's  Title  I  insurance 
reserve  is  automatically  reduced.  FHA  creates  an 
insurance  reserve  for  each  Title  I  lender  against 
which  claims  paid  for  defaulted  loans  are 
credited.  In  a  carryover  from  the  Title  I 
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property  improvement  program  upon  which  the 
roanufacturecl  home  program  was  based,  the  amount 
of  this  reserve  is  reduced  automatically  at  the 
rate  of  10  percent  per  year  to  a  minimum  level  of 
$15,000.   However,  the  size  of  today's  manufac- 
tured home  loans  and  the  increased  terms  of  these 
loans  result  in  a  situation  in  which  lenders  who 
have  not  made  any  claims  against  FHA  on  defaulted 
loans  nevertheless  find  their  insurance  reserves 
unfairly  reduced  to  inadequate  levels.   FHA  is 
working  on  this  problem  and  should  be  encouraged 
to  address  it  as  soon  as  possible. 

In  conclusion,  the  continuation  and  improvement 
of  the  Title  I  manufactured  home  loan  program  is 
vital  to  meeting  the  growing  housing  needs  of  the 
low-  to  middle-income  household,  the  first-time 
horoebuyer,  and  the  elderly  —  those  individuals 
who  historically  have  been  the  primary  purchasers 
of  manufactured  homes  and  thus  the  primary  bene- 
ficiaries of  the  Title  I  financing  program. 
Private  mortgage  insurance  is  not  yet  widely 
utilized  in  this  area.  Any  restrictions  to  the 
Title  I  program  for  mortgage  insurance  reduce 
the  incentive  of  many  lenders  to  extend  funds  for 
the  purchase  of  manufactured  homes  and  restrict 
the  access  of  prospective  purchasers  to  necessary 
financing.   Therefore,  in  order  to  continue  to 
serve  the  housing  needs  of  our  communities,  it  is 
essential  that  the  Title  I  program  for 
manufactured  home  loans  be  continued  and  that 
program  improvements  be  made  which  encourage 
increased  industry  participation. 
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Chairman  Gonzalez.  Unless  any  member  of  the  panel  has  any 
additional  statement  or  question  we  will  adjourn  the  subcommittee 
until  next  week  on  Wednesday  next  at  9:30.  And  also,  Ms.  Shield, 
we  will  not  be  having  the  Secretary  tomorrow  but  a  week  from 
today,  next  Thursday  hopefully.  He  has  indicated  he  will  come 
before  us  then. 

Ms.  Shield.  I  must  say  I  was  interested  to  see  his  name  on  the 
agenda,  since  I  recall  in  a  press  conference  on  the  bill  you  had 
stated  you  were  having  problems  getting  him;  so  I  was  really  inteiv 
ested  to  see  him  there. 

Chairman  Gonzalez.  Yes.  The  Secretary  has  been  a  little  diffi- 
cult, but,  you  see,  he  has  his  problems.  Nevertheless  he  is  the  Sec- 
retary, and  there  is  no  question  in  mv  mind  that  he  has  ascribed 
completely  to  be  the  executive  branch  s  Office  of  Budget  and  Man- 
agement. Almost  every  single  little  thing  we  add  by  way  of  either 
requests  or  for  modification  or  something,  we  cannot  get  any  kind 
of  decision  from  him  unless  and  until  he  gets  the  order  from  Stock- 
man presumably;  so  this  makes  it  a  little  difficult. 

I  do  not  know  whether  it  has  been  different  with  other  adminiB- 
trations.  It  seems  to  me  it  has.  But  I  have  not  had  that  kind  of 
dealing  before,  so  I  cannot  testify.  But  when  we  tried  to  reach  him 
and  tried  to  find  out  if  he  could  come  before  us,  for  example,  on  the 
section  202  elderly  housing  program  and  once  before,  he  did  not 
seem  to  indicate  any  possibility  of  wanting  to  do  that.  I  say  want- 
ing to  do  it,  not  the  ability  to  do  it.  So  that  this  time,  though,  he 
has  indicated  that  he  would  come. 

Now,  he  had  accepted  coming  in  this  last  Monday,  I  believe,  but 
Monday  is  a  day  of  no  legislative  activity.  The  next  best  date  was 
next  Thursday. 

But  I  wanted  to  say  that  because  I  thought  you  had  said  you 
thought  he  was  coming  tomorrow. 

Ms.  Shield.  Yes. 

Chairman  Gonzalez.  No.  The  House  will  not  even  be  in  session 
tomorrow,  and  the  subcommittee  will  not  be  having  hearings  to- 
morrow. But  we  will  resume  next  Wednesday.  We  would  on  Tues- 
day except  for  the  fact  that  the  full  committee  is  going  to  have  the 
Secretary  of  the  Treasury  in  the  morning  next  Tuesday. 

So  we  thank  you  once  again  very  much  for  you  time,  and  the 
lateness  of  the  hour,  and  your  patience  above  all.  You  have  becm 
sitting  here  all  afternoon.  We  deeply  appreciate  it. 

[Whereupon,  at  5:25  p.m.,  the  subcommittee  was  recessed,  to  be 
reconvened  at  9:30  a.m.,  Wednesday,  March  31, 1982.] 

[The  following  additional  correspondence  was  submitted  for  in- 
clusion in  the  record:] 
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■iOIl  TUEAL  H€)tJ$ING  AUTIiOKITy 

March  19,  1982 


OongresaoBan  Henry  B.  Gonzzdes,  Chaiznan 
Iftvlted  States  House  of  Representatives 
Appropriaticxis  Sub  Ocmnittee  on  Housing 
and  CXmiunity  Developnent 

Honorable  Gonzedes: 

We  bring  before  you  and  your  fellow  Ikiited  States  Legislators  a  very  grave  and 
urgent  ooncem  en  behalf  df  our  Hop!  People,  the  Anerican  Indian. 

We  have  for  the  past  years  continuously  experienoed  an  atmosiiiere  of  loosing 
the  benefits  and  cbligaticnB  of  this  Nation's  Govemnent.  For  the  past  two  years,  %fe 
have  dealt  with  this  Adkninistration's  attitude  of  elimination  of  the  Housing  Assistance 
Program  for  the  itaerioan  Indian.  There  are  many  issues  mentioned  justifying  the  action 
and  rH.a(iiinendation  for  this,  however,  tliere  are  more  justifiable  reasons  why  the  pro-  i 
posed  elimination  of  the  Indian  Housing  Assistance  Program  is  unwarranted. 

There  has  been  aany  studies  made  by  the  Private  Sector  and  the  Federal  Govemnent  ' 
on  the  housing  oonditifins  in  this  Oountry.  All  of  these  studies  reveal  that  the 
itaerican  Indian  is  the  most  ill  housed,  yet  the  Federal  Govemnent  is  proposing  to  eli- 
minate the  Indian  Boosing  Assistance  Progran. 

Hi^  cost  1b  one  of  Federal  Govemnent's  reason  for  wanting  to  eliminate  Housing 
Programs  on  tte  Indian  Reservations.  The  hic^  cost  is  mainly  due  to  the  Federal  Regu- 
lations «lileh  j^fKies  many  requirenents,  standards  and  restrictions  on  Indian  Housing. 
Federad  RoguLktions  should  be  reviewed  and  revised  to  meet  the  unique  situation  of  the 
Indian  Reservation,  which  in  turn  can  greatly  reduce  the  cost  of  Federal  Housing  Pro- 
grans  on  the  Reservations. 

In  a  short  time  that  Indian  Housing  Progran  has  been  in  exLstenoe  it  has  gadned 
experience  and  eaqpertise  in  serving  the  needs  of  the  Indian  People.  It  therefore, 
vxxdd  be  unwise  at  this  time  to  eliminate  a  very  viable  and  iiqportant  pEogran  serving 
the  housing  needs  of  our  people. 
% 

The  Hopi  Tribe  has  only  150  units  in  the  planning  stage  at  the  present  which  is 
scheduled  to  start  construction  in  the  month  of  Jtsie,  1982.  We  still  need  in  excess 
of  500  fyjditinnal  units  and  if  the  Indian  Housing  Progran  is  not  funded,  our  need  will 
not  be  met.  We  do  not  have  any  more  units  in  the  pipeline  for  1983  and  for  the  future. 


RO.  BOX  698         SECOND  MESA         ARIZONA  86043  (602)  73f2556 


Digitized  by 


Google 


2112 


IXae  to  the  pceeent  eooncaiic  ocndition  of  this  Natixn  and  the  pcxsr  ftomwinir  cljjnate 
of  the  Indian  RBsezvaticns,  financial  assifrt-annR  for  housing  is  a  need.  Ocnnexxzial 
loans  for  heme  OQnstnx±iGn  is  difficult  to  obtain  on  Indian  Reservations  due  to  the 
VDdque  status  of  the  Reservations,  also  remoteness  of  the  Indian  Reservations  creates  a 
situation  where  housing  oonstmction  beocmes  very  esqpensive  lay  a  least  fifteen  to 
twenty  percent  higher  than  \irban  areas. 

Att£Kd)ed  to  this  letter  is  a  copy  of  Hop!  Housing  Assistance  Program  Strategy, 
nihich  reveals  our  need  for  housing  for  our  people. 

We  urgently  request  that  the  Indian  Housing  Program  be  continued  and  funded  for 
fiscal  years,  1982,  1983  and  the  future  at  an  adequate  level  to  effectively  meet  the 
needs  of  our  people. 


Respectfully, 


ChaimBn 

Board  of  Oonmissioners 


j3<L^X\ 
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HG?I  TRI3AL 

HOUSD^S  ASSISTAICE  STOAIEGY 

FY  1982 


A.  POPULATION 

The   total  population -of  the  HofJi  Reservation-  Is  8,^39  as  reported  by  the 
Bureau  of  Indian  Affairs. 

B.  HOUSH^G  CQI€)inONS 

On  the  Kc^i  Reservation  dilapitation  and  overcrowdness  are  a  typical 
characterization  of  approxlirately  65 JC  of  the  total  housing  units  on  the  res- 
ervation. 

TOTAL  TOTAL  HOUSING  UNITS         TOTAL  HOUSING  UNITS 

HOUSING  Ul^rrS  in  standard  CONDITIONS      IN  SUBSTANDARD  CONDmONS 

1,050  ;370  680 

Of  the  substandard  housing  units  approximately  16/C  may  become  standarized 
by  means  of  rehabilitation  and  the  remaining  B^%  are  in  need  of  replacement. 

TOTAL  HOUSING  UNITS       TOTAL  HOUSING  UNITS     TOTAL  HOUSING  UNTTS 
IN  SUBSTANDARD  CONDITIONS   NEEDING  REHABILITATION     NEEDING  REPLACEMENT 

680  108  .     572 

The  Housing  Survey  conducted  by  the  Hopi  Housing  Authority  duriog^the  sum- 
mer of  1979  indicated  that  of  the  total  nuii)er  of  housing  units  on  the  reserva- 
tion approximately  30JC  were  of  overcrowded  conditions,  and  the  averaae  fanlljr 
size  approximately  7  persons. 

Due  to  overcrowdness  and  the  ever  increasing  population  of  the  Hopi  Tribe, 
there  is  a  need  for  additional  housing  unit  on  the  reservation  to  address  this 
problem. 

TOTAL  HOUSD^G  UIHTS        TOTAL  H0USI14G  UI^rTS       TOTAL  FAMILIES 
Ul^ITS  REQUIRED  NEEDING  R£PLACH€Wr       NEEDING  HOUSSJG 

727  572  155 
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C.     HOUSJgG  ASSISTANCE  GOALS 

•nie  Hppl  Tribal  Housing  Assistance  Goals  for  "Fy  I982  includes  the 
construction  of  151  standard  housing  units,  and  the  standardization  \»f 
^0  housing  units  by  means  of  rehabilitation. 


TOTAL  IJEW 
HOUSING  Ul^ITS 


HOPl  TRElAL  HOUSH^G 
^AUTHCKTIY 


HOPI  TRIBAL  HOME 
II>gR0VE3€M'  PROGfflAM 


151 


150 


TOTAJ.  HOUSING  DIBITS 
TO  BE  REPLACED 


HOPI  TRIBAL  HOUSING 
AinHORTTY 


HOME  IMPROVEMElfr 
PROGRAM 


TOTAL  HOUSING  UInJITS 
REHABILITATED  AND 
STANDARDIZED 

^0 


HOPI  miBAL  HOUSBKS 
AimiORITY 

25 


HOME  IKPROVE^CKr 
PROGRAM 

15 


A  total  of  7^  units  will  be  Rehabilitated  in  1982,  but  will  not  meet  H.U.D.»8 
criteria  for  a  standard  house. 


TOTAL  SUBSTANDARD 
HOUSING  UNITS 
REHABILITATED 

7^ 


FIRST  MESA  IMPROVEJ^ENT 
PROJECT         

:l5 


HOME  IMPROVEMENT 
PROGRAM 

.   59 


D.  PRICKTTIZATION  OF  HOUSING  ASSISTANCE  GOAX;S  - 

Ttvs  projected  Housing  Assistance  Goals  for  fiscal  year  1982  addresses 
the  need  to  provide: 

1.  .  Safe,  decent  and  sanitary  housing 

2.  Alleviate  overcrowded  housing  conditions 

3.  Restore  housing  units  of  historical  and  cultural  significance 
to  standards  of  safe,  decent  and  sanitary 

^.  Consolidate  all  housing  related  services  under  onerro6f:to"lJ!prove 
the  efficiency  and  quality  of  the  delivery  of  these  services  to 
the  Kopi  people  of  all  income  levels,  and  to  those  of  ^>eclal  * 
needs  i.e.,  elderly,  handicap,  and  etc. 
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The  achievement  of  these  goals  In  1982  will  not  only  Ijiprove  the 
housing  conditions  of  the  Hopl  People,  but  will  have  a  positive  affect 
on  the  health  and  social  Ills  associated  with  the  substandard  housing 
conditions  of  the  Hopl  Society. 

E.  .  HOUSING  assista:jge  narrative 

Stateiasnt  of  Finding 

Dllapltatlon  and  overcrowdness  are  a  typical  characterization  of  the 
existing  housing  conditions  of  the  Hopl  Indian  Reservation. 

IXie  to  the  hl^  unenployment  rate  on  the  Hopl  Reservation,  whereby 
approxljuately  6o;t  of  the  total  population  Is  below  the  H.U.D.  poverty 
level  for  an  average  family  of  |l  persons,  and  the  liipact  of  the  Infla- 
tionary factor  on  the  cost  of  bid] ding  materials,  it  is  next  to  inpos- 
sJble  for  the  majority  of  the  Hopl  people  to  inprove  on  their  deplorable 
housing  conditions . 

Presently  the  Hop!  Tribal  Housing  Authority  and  the  Home  IJiproveraent 
IVograms  are  the  two  existing  Housing  Assistance  programs  actively  engageid 
in  attenpting  to  address  the  dire  housing  needs  of  the  Hopl  people.  How- 
ever statutory  and  regulatory  requirements  of  the  two  federally  funded 
housing  assistance  programs  limit  the  nuiriber  of  families  to  receive  hous- 
ing rehabilitation,  replacement,  and  new  housing  assistance  services 
these  two  programs  provide. 

The  trust  status  of  the  Hopl  Reservation  have  restricted  coninercial 
lending  institutions  and  federally  subsidized  housing  loan  programs,  such 
as  the  FarmBrs  Home  Adminstratlon  from  providing  new  home  loans  and  home 
iuprovement  loans  to  tribal  menbers  residing  on  the  Reservatlort.  There- 
fore even  families  of  moderate  to  moderately  high  income  levels  are  con- 
ft?onted  with  home  iirprovement  and  house  acquisition  problems- 
It  is  therefore  essential  that  the  Hopl  Tribe  seek  sources  of  hous- 
ing assistance  and  home  loan  programs  that  will  facilitate  the  means  by 
which  the  Hopl  people  will  have  hopes  of  acquiring  new  housing,  and  im- 
prove the  safety  and  health  standards  of  their  housing  conditions. 

Many  of  the  housing  units  on  the  reservation  are  of  historlcai,  and 
fcultural  sigilficance,  therfore  existing  housing  programs  and  future 
housing  assistance  programs  need  to  address  the  rehabll^tlve  needs  of 
these  housing  units.  In  providing  rehabilative  services,  the  traditional 
architecture  of  the  Hopl  people  need  to  be  considered,' so  that  measures 
may  be  eiployed  to  retain  the  traditional  ecstatlcs  of  the  coRrnLmities, 
which  reflect  the  historical  and  cultural  values  of  the  Hopl  Fepple. 
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It  Is  the  believe  of  the  Kopi  people  that  these  historical  housing 
units  can  be  rehabilitated  to  achieve  safe  and  health  standards  and  still 
yet  preserve  the  traditional  architecture  and  esctatlcs  of  their  ccnnunltles. 

SCOPE  OF  IMPIg'ENTATIQN 

Ihrou^  its  contractual  relations  with  the  Department  of  Housing  and 
Urban  Developrent,  the  Hopi  Tribal  Housing  Authority  In  addressing  the " 
housing  needs  of  the  Hppi  Reservation  has  received  approval  of  its  schenatlc 
submittal  for  a  150  unit  I4itual  Help  Housing  Inject,  desieiated  as  AZ  27-11.- 
IMs  150  units  housing  project  will  enconpass  the  entire  Hcpl  Reservation, 
and  vd.ll  increase  the  nuniber  of  standard  housing  units. 

The  Hopi  Tribe  has  been  very  instrunental  in  the  success  rof  fch?  Hc3pi 
Housing  Authority  to  receive  approval  fi?cinH.U.D.  for  this  150  unit  housing 
project.  Being  concerned  with  the  dire  housing  needs  of  the  Hopi  people 
the  Hopi  Tribal  had  contractually  obligated  funds  to  the  Hopi  Housing  Autho- 
rity, vMch  will  fund  the  water  and  sewer  concerns  of  the  150  unit-  housing 
project.  This  action  was  necessary  due  to  the  recent  federal  budgetary  cuts 
which  prohibited  the  Indian  Health  Service  from  making  funding  comittinents 
for  the  developrient  of  Conprehenslve  water  and  sewer  facilities  on  the 
reservation.  Funds  obligated  by  the  tribe  vas  in  the  amount.  Of  $50,000.00. 

The  Housing  Authority  has  also  recently  received  approval  from  H.U.D. 
for  Rehabilitation  funds  which  will  Insulate  and  weatherize  25  Self-Help 
homes  under  Project  AZ  27-1.  This  was  the  first  H.U.D,  assisted  housing 
project  on  the  Hppi  Reservation,  and  were  not  provided  with  adequate 
insulation. 

The  Hopi  Housing  Authority  being  concerned  with  the  delivery  of 
housing  assistance  services  and/or  lack  of  housing  Eisslstance  on  the  Hopi 
Reservation,  and  being  a  quasi-Independent  body  with  contractual  powers 
has  proposed  to  contract  the  Home  liprovement  and  other  housing  related, 
services  presently  under  the  adminstration  of  the  Hopi  TWLbal  Government. 

Ey  consolidating  these  housing  related  services  under  one  roof,  the 
Housing  Authority  hopes  to  Increase  the  efficiency'  and  the  quality  of 
the  delivery  of  these  services.  Ttie  Housing  Authority  Is  optimistic  that 
the  consolidation  of  these  programs  will  enable  it  to  successfully  address  ■ 
the  housing  needs  and  housing  conditions  of  the  reservation. 

Due  to  the  statutory  and  regulatory  requirement  of  the  Housing  Authority 
and  the  various  housing  assistance  programs,  and  the  restriction  inposed 
on  hew  home  loans  and  home  lirprovement  loans  to  tribal  mssab&n,   by 
conmercial  and  federally  subsidized  home  loan  programs,  families  of  loif 
and  moderate  to  moderately  high  levels  are  unable  to  obtain  ne*i  housing  and/ 
or  Ijnprove  on  their  housing  conditions. 

Tnerefore  as  a  partial  and  Interim  solution  to  the  problem,  the 
Hopi  Tribal  Housing  Authority  has  by  resolution  Increased  the  jjicor*  Llrilts  ty 
v:hlch  .they  operate,  and  are  now  av.-aiting  H.U.D.  appx^oval  for  l-rplesientatlcn. 
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Scope  of  Inplenentatlon  cont... 

The  HOPI  TRIBAL  HOME  H^PBOm^lBrr  PROGRAM  is  a  housli^g  assistance  progreni 
contracted  from  the  Bureau  of  Indian  Affairs.  Ihis  pix)grara  has  priirarily 
been  engaged  in  providing  rehabilitative  services  to  existing  housing  units. 
However,  for  the  first  time  in  FY  1982  CMie  of  its  contractual  obligations 
is  the.  construction  of  four  new  housing  units  for  fanfillies  of  low  income 
status.  Oily  one  of  the  four  housing  units  vdll  be  of  safe  and  health 
standards.  - 

Of  the  7^  housing  units  to  be  rehabilitated  by  the  Hotk  Inprovement 
Pro£3:*ain,  only  15  of  these  units  will  become  standardized  due  to  the  location 
of  the  proposed  hojne  sites,  absence  of  water  and  sanitary  facilities,  the 
lack  of  funds  to  provide  comprehensive  connronity  v;ater  and  sanitation  seis- 
vices,  and  fixed  dollar  allocation  per  catagorization  of  housing  assistance 
as  determined  by  the  statutory  pnd  regulatory  provisions  of  the  program. 

•  The  FIRST  H5SA  IMPROVEI'lnin'  PROJECT  is  a  manifestatiorx  of  a,  comnunity's 
concerted  efforts  to  Ijiprove  the  safe  and  health  standards  of  their  hausli|g 
conditions,  and  yet  preserve  the  historical  amd  cultural  integrity  of  their 
corrnunity. 

In  its  initial  conception,  the  First  !>fesa  Consolidated  Villages  througj: 
.  the  Kopi  Tribal  Government  sougiht  funding  thix)U^  the  Cccmunity  Deyelopfifint  • 
Block  Grant  conponent  of  H.U.D.,  and  the  Indian  Health  SeiTVicerto  jointly 
fund  this  project. 

To  the  dismay  of  the  First  Mesa  Consolidated  Villages,  federal  budgetary 
cuts  prevented  the  Indian  Health  Service  from  funding  the  water  and  sanitary 
concerns  of  this  project.   The  Hopi  Tribe,  however  was  successful  in  ob- 
taining a  COTinunity  Develc^anent  Block  Grant,  to  rehabilitate  15  historical 
housing  units  and  provide  ndnlmal  water  services. 

Ihe  First  Mesa  Consolidated  Villiages  being  deslrtous  of  pres6pylng 
the  historical  and  cultural  integrity  of  their  comnunlty  and  yet  being 
•conscious  of  the  need  to  inprove  the  safety  and  health  standards  of  their 
cormunity  is  now  throu^  the  Hop!  Tribal  Govemraent  seeking  n  three  year 
Cofiprehensive  Grant  from  the  Conrnunlty  Development  Block:  Grant  frogrepi. 

The  U.S.  Parks  Services  has  provided  Architectual  and  Ehglneering 
Services  to  the  First  Mesa  villages  so  that  the  historical  and  cultural 
ecstatics  of  their  conmunity  can  be  preserved. 

F.   ACra^OV/LEDa-ENT 

Tne-  Kopi  Tribal  Housing  Assistance  Strategy  v."as  established  with 
the  cooperation  of  the  Hopi  Tribal  Housing  Authority,  the  Ejreau  of 
Indian  Affairs  and  the  Home  Irprovenent  I*rogranj. 
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DecoBber  17,  1981 


MBCRANDIM 


TO    :  Oiaixinan,  Hop!  Tribal  Ocyuncil 

Attention:  Harold  Joseph,  Tribal  Planeer 

FRCM   :  Superintendent,  Hop!  Agency 

SUBJECT:  Verification  of  Data  -  First  Mesa  Inprovement  Project 
Application  to  H.U.D. 

We  have  consulted  our  records  concemii^g  data  you  have  subnitted.  The 
results  are  as  follows: 

Our  1981  Reservation  Profile  states  that  current  family  income  is  averaged 
at  $4,450  per  annum;  projected  1982  family  inccme  is  $4,600.  This  is  audi 
below  the  poverty  level.  It  can  safely  be  stated  that  at  least  4,000  par- 
sons are  below  the  HUD  poverty  level  for  an  average  teiily  size  of  4,  which 
is  $7,190  per  amui  in  the  fain  or  rural  area. 

Our  latest  surv^  of  Housii«  Status  for  the  Hopi  Reservation  is  also  included 
in  the  1981  Reservation  Profile.  There  are  1050  total  hemes  on  the  ReMTva- 
tion.  0£  these  370  are  standard  and  680  are  substantend.  315  of  these  si^ 
standard  units  are  overcrowded.  In  1982  there  will  be  150  additional  stan- 
dard hemes  constructed.  This  will  increase  our  total  homes  to  1.200,  our 
standard  haoies  to  520  and  our  substandard  homes  will  remain  at  680.  This  is 
because  all  of  the  150  new  units  will  be  ocaq>ied  by  families  presently  in 
multiple  family  substandard  units.  Oirerorowded  units  will  thus  be  rsduoed 
to  a  total  of  165.  ' 

A 
If  you  require  additional  verification  please  do  not  hesitate  to  contact  this 
office. 


(i-;0  Alph  H.  Secakuloi 


:  Prograa  Analyst,  fflA  'lI"^ 

^ency  ChronD  '  I 

\Hopi  Housing  Authority 
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HOtl  TI^IE4L  tKDUSING  ALTHOdTr 

Nardi  03,  1982 


Dear 

last  year  again  this  year,  we  are  facing  uncertainties  regarding  Indian  Housing 
Prograns. 

Last  years  appro^dt^  was  eliiRLnatian  of  HUD  Indian  Bousing  Pzograns  as  pcqpoGed  by 
the  Reagan  Administration  and  Office  of  Management  end  Budget.  The  basic  reason  was  the 
hic^  cost  of  delivery,  the  hic^  cost  of  constructing  homes  on  the  Indian  Reservations, 
as  a^ipared  to  netropolitan  areas.  There  was  a  inassi\«  lc±bying  effort  to  alter  or  kill 
this  reoGnmendation  because  all  statistics-  re\^eal  that  the  itaierican  Indian  is  the  most 
ill  housed,  crcMied  in  hannes  and  need  sanitary  envirorment.  Ihese  facts  erhanced  fund- 
ing for  the  HUD  Indian  Housir^  Progran  for-  fiscal  year  1982. 

This  year^  the  HID  Indian  Housing  Proaram  is  being  picked  on  again,  %irith  the  main 
concept  of  transferring  and  changing  the  program  to  maloe  the  delivery  more  eoononioal, 
with  better  timelines.  The  two  main  alternatives  are,  1)  Transfer  to  the  HUD  Block 
Grant  Systan  and  2)  Transfer  to  the  Bureau  of  Indian  Affairs. 

We  agree  on  the  basic  position  that  the  cost  of  housing  nationally  is  outrageous. 
The  unique  conditions  on  Indian  Reservations  add  onto  this  national  situation,  thus 
making  costs  of  Indian  Housing  Programs  on  Indian  Reservations  magnanimous,  lliere  are 
many  factors,  we  feel,  that  contributes  to  this  esiiaarrassing  situation,  and  most  are 
from  the  restrictions,  regulations  of  the  Federal  Govemnent. 

V7e  are  of  the  position,  that  the  best  econcmical  solution  to  this  Mc^  cost  in 
delivering  housing  programs  to  the  Anerican  Indian  is  to  maintian  the  program  v*jere  it 
is,  under  HDusing  and  Urban  Develdpnent,  Office  of  Indian  Progrens,  insteaid  of  trans- 
ferromg  to  another  agency.  T^  HUD,  Office  of  Indian  Programs  has  established  six  years 
of  invaluable  experienoe  and  this  should  be  eaqpanded  upon  instead  of  eliminated.  We  all 
aqoree  on  the  basic  concern,  that  the  cost  of  Indian  IFIousing  is  costly,  and  most  of  the 
costly  it£ms  are  generated  by  the  federad  regulations.  Ihe  Minjjmm  Property  Standards, 
Davis-Bacon  Rates  and  the  imposition  of  constructing  a  certain  standard  hcxne  whidi'is 
foreign  to  the  Indian  Reservation  are  but  a  few.  a»ie  delivery  systems,  procedures  within 
HUD-oip,  staffing,  need  to  be  revriewed  and  improved  \f)on.  These  in-house  approaches 
would  improve  the  delivery  of  housing  program  economically  instead  of  transferring  to 
another  agency  which  would  generate  a  %«hole  naa  nightsnare  of  forms,  systems,  funding 
aopproac^ies ,  and  in  the  long  run,  result  in  just  as  costly  if  not  more  esqsensive  housing 
program. 
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Your  support  is  xirgently  requested  to  enable  the  Anerican  Indian  an  equal  chanae 
to  Gbtain  and  maintain  similiar  benefits  frGm  the  American  Qsvemnent  as  his  brothers 
of  another  race. 

Recently,  President  Reagan,  in  his  stataient  to  the  Union,  stated  that  he  will  start 
the  movenent  to  transfer  all  social  services  prograne  to  the  states. 

We  are  of  the  position  that  the  United  States  Qsvemnent  has  certain  abLLgations  to 
the  Iniian  Nations  through  treaties  and  six^h  and  a  direct  relaticnship  between  the  U.S. 
GDvemnent  and  Indians  most  be  maintained  to  safeguard  these  responsifaLlities.  The 
states  do  not  si:pport  and  have  no  authority  over  the  Indian  Nertdons,  thezefiore  the  InfLiars 
vdll  not  benefit  v*ien  these  prograns  are  given  to  the  states. 

Your  understanding  and  support  on  the6e  concerns  are  very  nudi  «ppcBciated. 

If  you  find  a  little  time  in  your  very  busy  schedule,  I  hope  you  \tou3d   oomnunicBte 
with  us  so  that  yie  may  better  understand  these  issues  before  us. 

Sincerely  yours, 

Harold  Jos^sh,  J^ 

Qiaixman 

Hopi  Tribal  Hausing  Authority 

HSJ/yak 
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NATIONAL  AMERICAN  INDIAN  HOUSING  COUNCIL 

1001    N.   MOUNTAIN   ST.  -WATERS   BLDG.  •  SUITE   2   J  •  SIERRA  PROFESSIONAL   COMPLEX 

CARSON   CITY.    NEVADA   H97P1 

TELEPHONE    (702)   882  1  7tV0 


RESOLUTION 


NAIHC  NO.  1/82-1 


The  Board  of  Directors  of  the  National  Amer. 
IN  attendance  at  the  Quarterly  Board  Meeting 
unanimously  to  endorse  and  support  the  attached 
Southwest  Indian  Housing  Authorities  Association 


I  CAN  Indian  Housing  Council 
G  in  Tulsa^  Oklahoma  voted 
CHED  Position  Paper  of  the 


It  is  HEREBY  CERTIFIED  BY  THE  UNDERSIGNED  THAT  THE  FOREGOING  POSITION 

Paper  was  adopted  by  the  Board  of  Directors  of  the  National  American 
Indian  Housing  Council  in  a  duly  constituted  meeting  on  the  12th  day 
OF  January^  1982  at  which  meeting  there  was  a  quorum  present  and  a 
majority  of  the  Board  of  Directors  voting. 


\ 


/  naihc/chairman 


ATTEST: 


NAIHC  SECRETARY 
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f 

Position  of  /-^  JJT^ —^  a\         • 

Southwest  Indian  Housing  Authorities  Association 

on  Proposed  Elimination  of  Tndiaai  Housing  for  FY  1983 

and  New  Alternatives  for  Improved  Delivery 

and  Management  of  Indian  Housing 

January  1982 


Southwest  Indian  Housing  Authorities  Association,  which  represents  46 
Indian  communities  in  Arizona,  California,  New  Mexico  and  Nevada,  urges 
reconsideration  of  all  proposed  plans  to  eliminate  housing  assistance  to 
Indian  Housing  Authorities  (IHAs)  operating  in  Indian  and  Alaskan  Native 
comnunities. 

Housing  needs  for  Indian  coirmunities  are  substantial.  The  delivery 
of  new  housing  to  Indian  communities  is  an  extremely  conf>lex  and  difficult 
task.  Cultural,  religious  and  political  factors  often  appear  to  conflict 
with  existing  housing  assistance  approaches.  In  addition ,  the  remoteness 
of  Indian  comnunities  and  their  unique  topographic  and  clijnatologic  condi- 
tions add  to  this  complexity. 

The  unique  status  of  Indian  comnunity  land  and  the  trust  relationships 
between  recognized  tribes  and  the  Federal  government,  v^ile  necessary  to 
protect  the  Indian  coimunity,  has  tended  to  further  restrict  the  funding 
availability  for  decent  housing  on  Indian  comminities. 

The  recent  influx  of  non- reservation  Indians  back  to  the  reservation 
and  the  extensive  population  growth  from  within  has  increased  the  housing 
needs  on  Indian  communities.  Although  HUD  has  over  the  past  18  years 
produced  over  28,000  new  Indian  housing  units,  it  is  estimated  that  More 
than  60,000  additional  units  will  be  required  to  satisfy  the  housing  need. 
Half  of  all  housing  on  Indian  comrnmities  is  substandard. 

Indian  comnunities  are  at  the  mercy  of  the  sole  source  of  housing— 
the  Federal  government.  The  housing  delivery  system  in  an  Indian  coaBUiity 
involves  the  intermingling  of  lending  institutions,  builders/developers » 
non-profit  sponsors,  public  finance  agencies,  planners,  code  enforcers  or 
real  estate  agents.  It  is  the  Indian  housing  authority  which  uses  Federal 
development  funds  to  provide  90-1001  of  the  dwelling  units  for  Icw-incoBe, 
needy  families  residing  on  Indian  reservations. 

The  Indian  housing  authority  has  relied  solely  on  public  assistance 
since  private  lending  institutions  and  private  builders/developers  are 
rarely  found  in  Indian  comnunities.  The  problem  of  securing  private  finan- 
cing is  conpounded  because  of  the  Federal  government's  trust  responsibilitx 
on  Indian  lands. 

It  is  inequitable  to  conpletely  eliminate  Indian  housing  as  it  is 
presently  administered  by  the  Department  of  Housing  and  Urban  Developnent. 
Southwest  Indian  Housing  Authorities  Association  firmly  believes  that  as 
long  as  the  need  for  housing  in  Indian  communities  exists,  the  United 
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States  government  as  a  sole  source  of  housing  has  a  major  responsibility 
to  inprove'-not  wipe  out--its  housing  assistance  efforts  to  Indian 
cdimunities. 

It  is  accepted  by  IliAs  that  lUD  housing  can  be  expensive.  It  is 
expensive  because  the  U.S.  government  has  made  development  regulations 
such  that  high  development/construction  cost  is  unavoidable.  Minimizing 
or  revising  development  regulations  would  be  a  partial  solution  to  a 
concern  we  all  share. 

Eliminating  Indian  housing  programs  and  depriving  the  needy  of 
housing  is  inequitable  and  contradictory  to  the  Housing  Act  of  1937  as 
amended:  to  provide  safe,  decent  and  sanitary  housing  to  low  income 
families. 

The  United  States  Congress  has  the  knowledge  and  authority  to  seek 
reasonable  alternatives  to  meet  the  desperate  housing  need  existing  in 
all  Indian  and  Alaskan  Native  comnunities. 

The  Federal  government  has  provided  preliminary  proposals  to  provide 
housing  to  the  local  level,  and  they  include  1)  Housing  Block  Grants  and 
2)  Voucher ing.      „ 

It  is  understood  that  block  grants  are  made  by  the  Federal  government 
for  broad  purposes,  allowing  spending  decisions  to  be  made  at  the  local 
level.  These  grants  have  been  proposed  as  one  alternative  to  the  current 
system  of  delivering  Federal  housing.  Such  block  grants  are  envisioned  as 
a  means  of  allowing  greater  flexibility  in  meeting  local  housing  needs  and 
offering  an  opportunity  to  reduce  outlays  and  costs  of  current  programs; 
however,  there  is  no  guarantee  that  greater  local  control  would  do  a  better 
job  of  providing  housing.  There  is  considerable  doubt  that  many  housing- 
related  goals,  such  as  fair  housing  and  Indian  housing,  would  be  addressed 
at  all  if  Federal  direction  were  to  be  eliminated. 

SWIHAA  views  several  problems  with  this  foim  of  block  grant: 

--It  may  be  a  short-term  funding  mechanism. 

--It  would  cause  huge  start-up  costs. 

--Local  level  would  have  problems  finding  qualified  people  to 
administer  the  block  grant  program  for  both  public  and 
Indian  housing. 

--Short -terra  versus  multi-year  fixnding  is  uncertain. 

--Contract  authority  and  budget  authority  would  be  needed 
to  plan  and  initiate  anything  other  than  short-tenn 
(one  to  three-year)  projects. 

--Possible  elimination  of  lH^deral  Operating  Subsidy  funding 
is  not  dear. 
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--Option  on  new  housing  programs  or  use  of  present  Federal 
programs  and  regulations  on  construction  and  management 
is  not  clear. 

--Finally,  without  Federally-set  eligibility  requirements, 
a  redistribution  of  housing  assistance  away  from  those 
needing  it  most  might  occur,  and  politically  unpopular 
assistance  for.  low- income  families  and  some  other  groups 
may  be  hindered  by  a  housing  block  grant  program. 

Providing  vouchers  to  individuals  on  rural  Indian  conmunities  for 
vouchering  from  non-IlIA  operations  is  unfeasible  because  90-1001  of  the  I 
housing  stock  is  provided  by  IllAs  on  Indian  communities.  The  vouchering  : 
system  is  more  applicable  for  urban  environments.  I 

I 

The  greatest  concern  that  all  IHAs  share  is  the  status  of  collections  j 

and  management  capability.  While  several  IIIAs  exhibit  excellent  collections,  [ 

the  majorijty  of  IHAs  have  huge  sums  still  not  collected.  It  will  require  • 

patience,  time  and  funds  to  improve  this  situation.  The  remedies  remain  in  1 

the  attitudes,  awareness  and  accejptance  to  rcs})onsibilities  of  participants  1 
under  a  non- tribal  oriented  program. 

Qualified  housing  management  personnel  arc  not  readily  available  to 
IHAs  from  within  the  Indian  comnunity.  There  is  no  incentive  for  non- Indian 
managers  to  apply  for  IHA  management  positions  because  salaries  are  very  low, 
and  housing  is  not  always  available  on  remote  Indian  comnnunities.  The  tribal 
political  environment  can  erase  job  security  and  long-texm  conmitaents  by 
qualified  non- Indian  managers.  The  housing  programs  are  viewed  as  a  truly 
social-welfare  program  and  not  as  a  business -oriented  program  as  should  be 
viewed  by  legislative  and  judicial  branches  of  tribal  governments.  This 
view  of  housing  has  affected  collections  and  management  capability  on  the 
part  of  many  IfiAs.  Continuing  efforts  by  IIUs  will  be  pursued  to  identify 
roles  of  HUD,  the  tribal  governing  body,  the  Indian  Housing  Authority  in 
respect  to  development  and  management  of  Indian  housing. 

SWIHAA  pledges  to  support  Congres's  and  its  agencies  in  all  efforts  to 
ijiprove  the  delivery  and  management  of  Indian  housing  programs. 

Respectfully  submitted, 

SOUTHWEST  INDIAN  HOUSING  AimORITIES  ASSOCIATION 


c^k: 


Courtney  Moyah  5talome  T.  Garcia 

President  Vice  President 


Endorsed  by  the  NATIONAL  AMERICAN  INDIAN  HOUSING  COUNCIL 


Johnnye  Chopper 
Chairman 
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CATHOLIC    CHARITIES 

OF  THE  ARCHDIOCESE  OF  NEW  YORK 

lOU  FIRST  AVENUE      •        NEW   YORK,  N.  Y.  10022 
371-1000 

March  31,  1982 

Rep.  Henry  B.  Gonzales,  Chairman 

Sub-Committee  on  Housing  and 

Community  Development 

Committee  on  Banking,  Finance 

and  Urban  Affairs 

2129  Rayburn  House  Office  Building 

Washington,  D.C.   20S1S 

Dear  Congressman  Gonzales: 

On  behalf  of  the  mpny  thousands  of  low  and  moderate  Income  people 
living  In  the  New  York  metropolitan  area,  I  am  appealing  to  you  to  reject 
the  severe  cuts  proposed  by  the  Administration  for  housing  programs  In 
fiscal  year  I983. 

The  National  Housing  Act  of  19^*9  set  forth  the  goal  of  a  "decent 
home  and  a  suitable  living  environment  for  every  American."  The  federal 
housing  programs,  which  are  our  principal  means  of  achieving  this  goal 
for  low- Income  persons,  were  not  Included  In  the  social  safety  net 
designed  to  protect  the  needy.  While  fiscal  constraint  Is  a  worthy 
objective,  the  decision  to  eliminate  our  housing  programs  can  only 
exacerbate  the  already  critical  plight  of  our  nation's  til-housed,  low- 
Income  population. 

In  charting  a  course  for  the  future  of  publlcly-alded  housing,  the 
Congress  needs  to  reassure  the  nation  of  the  federal  government's  active 
role  In  meeting  the  shejter  needs  of  all  segments  of  the  population, 
especially  the  poor,  persons  with  special  needs  and  victims  of  discrimination. 

I  urge  you,  therefore,  to  resist  the  steps  the  Administration  has 
taken  to  eliminate  housing  production  programs  from  the  federal  budget. 
Also,  the  operating  subsldl^sfor  Public  Housing  must  be  Increased,  not 
reduced.  The  reds  Ions  proposed  for  the  Sec.  8  program  In  FY  I982  can 
only  obfuscate  the  goal  of  providing  decent  affordable  housing  opportunities 
for  every  American. 
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